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AMENDMENTS TO THE LEASE-PURCHASE ACT 





THURSDAY, MAY 9, 1957 


UNITED States SENATE, 
CoMMITTEE ON PusLic Works, 
SUBCOMMITTEE ON PusBLic BUILDINGS AND GROUNDS, 
Washington, D. C. 

The subcommittee met at 10:05 a. m., in room 412, Senate Office 
Building, Hon. Pat McNamara presiding. 

Present: Senators McNamara (chairman of the subcommittee), 
Scott, Carroll, Case, and Hruska. 

Senator McNamara. The meeting will come to order. Can we 
hear first from Mr. Kieb. 


STATEMENT OF ORMONDE A. KIEB, ASSISTANT POSTMASTER 
GENERAL; ACCOMPANIED BY ROLLIN D. BARNARD, DEPUTY 
ASSISTANT POSTMASTER GENERAL 


Mr. Kiss. You know Mr. Barnard, the Deputy Assistant Post- 
master. 

Senator McNamara. I had the pleasure of saying “Hello” to him 
a little earlier. 

Gentlemen, the purpose of continuing the hearing this morning is to 
find out if there have been any developments or any relaxing of the 
so-called freeze order to either lease or lease-purchase programs. At 
the conclusion of our last hearing, it seemed as if we were pretty well 
frozen. Now we find out one way or another, that there appears to be 
some relaxation. 

We are getting along in the session and if we are going to extend the 
act or if we are going to propose changes, we are going to have to get 
it out of the subcommittee and to the full committee at an early date, 
so the hearing today is to bring us up to date, and to get your reaction 
to propositions that have been submitted by GSA as it affects your 
Department. 

You probably had an opportunity to read their recommendations 
and changes, and so forth, so will vou take it from here? I do believe 
at this point it would be well to have the letter dated March 18, 1957, 
from General Services Administration inserted in the record. 

(The letter referred to above is as follows:) 

GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., March 18, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 

Dear Mr. CrHarrRMAN: At the hearing held on February 19 on the status of 

the Public Buildings Purchase Contract Act program before the Subcommittee 
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on Public Buildings and Grounds, we were requested to submit for consideration, 
a draft of a bill embodying changes we would propose by way of amendment of 
the Public Buildings Purchase Contract Act of 1954, as amended. Copies of the 
proposed amendatory bill are attached. The justifications for and explanations 
of the changes, deletions, and additions are set forth below in paragraphs lettered 
to correspond to the lettered paragraphs of the bill. 

@¥(a) The recommended deletion would eliminate language rendered obsolete 
through the passage of time. The substitute proviso would permit the begin- 
ning of the purchase contract term at the commencement of the construction so 
that the amortization of principal and interest may be commenced on that por- 
tion of the cost of the improvements as is represented by construction completed 
to the satisfaction of the Government. It is believed that these changes will 
facilitate both temporary and permanent financing since they will provide a 
means of eliminating or reducing short-term borrowing or construction, and of 
shortening the time the long-term investor must wait after making his commit- 
ment before investing his money and receiving amortization payments with 
interest. 

(6) The proviso which limits the aggregate annual amount of payments under 
@ purchase contract to 15 percent or the appraised fair market value at the date 
of the contract or the date of completion of construction, depending on whether 
or not the building is in being at the date the contract is entered into, is incon- 
sistent with the basic authority of the act. Congress sets the maximum limit 
or cost for the project by approving estimates thereof recommended by this 
agency and has specified the minimum and maximum number of years over which 
the purchase price may be amortized, at the end of which time title to the prop- 
erty is required by the statute to vest in the United States. Any arbitrary lim- 
itation on the percentage of fair market value which may be amortized annually 
might render the contract impossible of performance. In addition, the large 
majority of the projects involve new construction and it is most impracticable, 
if not impossible, to determine in advance and before completion, what the fair 
market value will be upon completion. 

(c) Subsection (e) of section 411 of the act provides that no appropriations 
shall be made for purchase contract projects which have not been approved by 
resolutions adopted by the Committees on Public Works of the Senate and House 
of Representatives, respectively, within 3 years after the date of enactment of 
the act. The act was approved July 22, 1954. Therefore, in order that we may 
proceed with planning for additional urgently needed projects and submit them 
to the committees for approval it is necessary that the act be continued in force 
for an additional period and we have here provided for an extension until the end 
of the fiseal year approximately 3 years beyond the present expiration date. 

(d) Under the method adopted by General Services Administration for imple- 
mentation of the program buildings are designed to meet the particular needs of 
the agencies to be housed therein for construction on sites acquired for the particu- 
lar building. Obviously, the site cannot be acquired or preparation of the plans 
and specifications undertaken until after complete approval of projects by the 
Bureau of the Budget and both committees of Congress. Accordingly, the maxi- 
mum cost estimate required by the law to be included in the prospectus submitted 
to obtain such approvals are on the basis of sketch plans. As the obtaining of all 
required approvals, acquiring sites, preparing building plans and specifications, 
and advertising for bids are a time consuming procedure the estimates, for purposes 
of the prospectuses, must precede by periods ranging from 6 to 18 months, the 
award of construction contracts. The maximum cost estimates in the 99 projects 
already fully approved were based upon costs current at the time the estimates 
were made. As indicated by the testimony during the hearing construction costs 
increased from 10 to 15 percent before we opened construction bids. As a result 
the maximum cost ceilings set forth in the prospectuses were inadequate to cover 
current construction costs. While this problem could be alleviated through re- 
submission of prospectuses, such action would further delay getting the projects 
underway and would appear to burden, unnecessarily, the committees. Accord- 
ingly, this amendment is proposed to provide that the maximum estimates in the 
prospectuses may be exceeded or shall be reduced commensurate with increases 
or decreases in construction costs generally. 

(e) This amendment will substitute, for the certificates of need by the head of 
the using agency, a requirement for a comprehensive plan for providing space for 
all Government employees in the locality of the proposed project. This change 
will lend more flexibility to the problem of allocation of space in the project based 
on conditions prevailing at the time of completion of construction. 
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(f) This amendment eliminates the requirement that prospectuses include a 
statement by the Director, Bureau of the Budget, of conformity with the policy 
of the President. 

(g) Under this amendment agreements with States, counties, municipalities or 
any subdivision thereof for exemption from or reduction in taxes would be per- 
missible. 

(hk) Testimony adduced at the hearing established the fact that the difficulties 
encountered by contractors in obtaining financing constituted a major deterrent 
to the implementation of the program. Various potential sources of financing 
have indicated a lack of interest due to the fact that the Government’s contractual 
obligation to make the annual payments due is the sole security offered. We were 
advised that a statutory amendment which would pledge the full faith and credit 
of the United States would materially aid market acceptability. The proposed 
provision, based on language contained in sections 10 (e) and (f) of the United 
States Housing Act of 1937, as amended (42 U. 8. C. 1410 (e) and (f)), is intended 
to accomplish the objective without making the contracts public debt transac- 
tions. The authority granted by this new subsection of course, would be subject 
to the restrictions in the law on total annual payments as well as to all of the 
other requirements thereof. 

(7) New subsection (e) is a technical amendment designed specifically to re- 
move questions heretofore raised by counsel for financing institutions as to whether 
the terms ‘‘purchase contracts’’ or ‘‘purchase contract”’ as used in the act include 
any contract or series or group of contracts entered into by the Administrator of 
General Services as necessary to implement and effectuate the purposes of the act. 

(j) Counsel for potential investors of pension funds expressed the opinion that, 
in the absence of a court decision or amendatory legislation, it had serious doubt 
as to whether a financing institution, acting as pension trustee, could qualify as 
an assignee under the Assignment of Claims Act of 1940, as amended. The 
question is not absolutely free from doubt even though the Comptroller General 
of the United States, by decision dated October 9, 1956, specifically held that the 
validity of the assignment of the proceeds of a Government contract is not im- 
paired by the fact that the indebtedness secured by the assignment represents an 
investment of trust funds, where legal title to, and control of such funds are vested 
in a bank or trust company. Accordingly, new subsection (m) has been drafted 
to eliminate this obstacle and enable participation of additional sources of 
financing. 

In our opinion, the changes proposed in the draft, particularly with respect to 
the funding and financing aspects of the program, would tend to alleviate most 
of the problems we have encountered in our attempt to implement the program 
and as outlined in our testimony at the aforesaid hearing. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this proposed legislation to the Congress. 

Sincerely yours, 
FRANKLIN G. FLOETE, Administrator. 


A BILL To amend the Public Buildings Purchase Contract Act of 1954, as amended 


Be it enacted by the Senate and the House of Representatives of the United States 
of America in Congress assembled, That Section 411 of the Public Buildings Act of 
1949, as amended, 63 Stat. 176, as added by the Act approved July 22, 1954, 
68 Stat. 518, as amended, is hereby amended as follows: 

(a) The proviso at the end of subsection (a) reading ‘Provided, That prior to 
July 1, 1955, a limitation of not to exceed $5,000,000 is hereby established for 
such purposes.” is hereby deleted and the following added in lieu thereof: ‘‘Pro- 
vided, That subject to the foregoing restrictions on total annual payments, any 
such purchase contract may provide for payments at such intervals as the Adminis- 
trator May deem necessary and, without regard to the foregoing requirement for 
equal annual payments, for partial payments during construction to cover interest 
on and amortization of the earned portion of the purchase price.” 

(b) The colon after the word “States” in the fifth line of subsection (d) is 
changed to a period and the remainder of the sentence reading, ‘‘ Provided, That 
no such agreement may provide for the payment by the United States in pursuance 
of the terms thereof of moneys in an aggregate annual amount in excess of 15 per- 
centum of the appraised fair market value of the property at the date of the 
purchase contract, or in the case of property where construction shall not have 
been completed at that date in excess of 15 percentum of the fair market value 
at the date of completion of such construction.” is deleted. 
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(c) By striking from subsection (e) the words ‘‘within three years after the 
date of enactment of this Act” and inserting in lieu thereof ‘‘on or before June 30, 
1960”’. 

(d) By striking item (2) of subsection (e) and inserting in lieu thereof “(2) an 
estimate of the maximum cost of the project: Provided, That the maximum cost 
set forth in any prospectus for any project may be exce eded or shall be reduced by 
an amount equal to the percentage increase or decrease, if any, as determined by 
the Administrator of General Services, in construction costs gene rally dating from 
the time of transmittal of such project to such committees;’ 

(e) By striking item (3) of subsection (e) and inserting in lieu thereof ‘‘(3) a 
comprehensive plan for providing space for all Government employees in the 
locality of the proposed project, having due regard for suitable space which may 
continue to be available in existing Government-owned buildings and in rented 
buildings;’’. 

(f) By striking the word ‘“‘and”’ following the semicolon in item (7) of subsec- 
tion (e), by changing such semicolon to a period and by striking item (8) of 
subsection (e). 

(g) By changing the period at the end of subsection (h) to a colon and adding 
the following: “‘Provided, That the Administrator of General Services is authorized 
to enter into agreements with any State, county, municipality, or any subdivision 
thereof providing for reduction in the amount of or for exemption from taxes 
otherwise payable under this subsection.” 

(h) A new subsection (k) to read as follows is added: 

“(k) The faith of the United States is solemnly pledged to the payment of all 
annual payments contracted for under purchase contracts entered into pursuant 
to this section, and there is hereby authorized to be appropriated in each fiscal 
year, out of any money in the Treasury not otherwise appropriated, the amounts 
necessary to provide for such annual payments. Payments under purchase 
contracts entered into pursuant to this section shall be pledged, if the Adminis- 
trator of General Services so requires, as security for any loans obtained by a 
contractor to assist in the financing of the construction of the projects to which 
the purchase contracts relate.’”’ 

(i) A new subsection (1) is added to read as follows: 

(1) Wherever, in this section, the Administrator of General Services is 
authorized to enter into ‘‘purchase contracts’ or a “purchase contract’’, such 
authorization shall be deemed to include any contract or series or group of con- 
tracts, including but not limited to contracts covering acquisition of sites, prepara- 
tion of plans and specifications, financial arrangements and construction which the 
Administrator of General Services deems necessary to effectuate any of the pur- 
poses of this section.” 

(j) A new subsection (m) is added to read as follows: 

“(m) Notwithstanding the provisions of the Assignment of Claims Act of 1940, 
as amended (31 U. 8. C. 203, 41 U. 8. C. 15) assignments of moneys due or to 
become due from the United States under any purchase contract entered into 
pursuant to the provisions of this section may be assigned to any bank, trust 
company, trust, insurance company, pension fund, other financing institution 
including a Federal lending agency, or any other individual, firm or organization 
providing the financing in connection with any approved project, whether acting 
as principal or trustee.” 


Mr. Kies. Senator McNamara, to take you back to the time of 
your last hearing——— 

Senator McNamara (interposing). February 20. 

Mr. Kier (continuing). I informed the committee at that time that 
the Post Office Department, because of its need for space because we 
do not enter into a construction program as a construction program, 
we are interested only in obtaining the space that is necessary to handle 
mail service, that we would, under emergency circumstances, hope that 
some of our projects, then under development and planning in very 
needy and necessary situations, that we could obtain an exception from 
this construction deferment order. 

I want to remind you that we also said at that time we were being 
permitted to continue with those projects which were then being ad- 
vertised and hoping for public bid because some of the bidders had 
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already expended money in preparing their bids. At that time, there 
were three lease-purchase projects then out for bid. One was in 
West Memphis, Ark., one was in Madison, Tenn., and one was in New- 
kirk, Okla. Those bids were received on the due date. We had com- 
petition on all 3 of them and in West Memphis, Ark., we had 1 bid 
which met the criteria that was established in the submission and the 
approval proposals and that bid was awarded. 

The project in Newkirk, Okla., was under. similar circumstances. 
We had competition and we rece ived the bid that met the approval, 
qualified and we let that contract. 

In Madison, Tenn., we had three requests to extend the time for 
bidding, particularly because there was an indication that a group of 
local townspeople were working on the project and they requested 
an extension of time, which we granted. 

Now, those bids are due in about a week. 

Senator McNamara. So under lease-purchase, you have three 
projects that you are now proceeding with? 

Mr. Kres. That have qualified under a 4-percent cost to the 
Government basis. 

Senator McNamara. I see. 

Mr. Kies. That has been encouraging and has more or less sup- 
ported our own feeling that there was money available for these 
projects in the market and that we were using the methods selectively 
only to meet our own needs under circumstances where we could not 
otherwise proceed and we believe that that is encouraging and suc- 
cessful and we will get success and have additional people interested 
and particularly in local communities. 

Then, although we had a number of lease projects in the develop- 
ment stage, we had only one that was out to bid. That was in 
Philadelphia, a rather large project where we are under great stress 
and delay in the mail in a key city. That project is still being bid 
and is due the end of June, I believe. I cannot recall all these dates 
specifically but, if I give you a general time, I think that will meet 
what you want. 

Senator McNamara. Exactly what we want. 

Mr. Kien. In the meantime, a number of very pressing problems 
have arisen. We have completed our planning and development and 
are ready to move with a leasing program and we requested through 
the Bureau of the Budget permission to proceed with some of these 
under emergency conditions. That permission was granted to us under 
the tenure of the directive to restrict construction, principally because 
they are not construction projects for the purpose of doing work and 
making work in the construction industry and because of the emergent 
needs of the Post Office Department to get space and there was no 
other space available either in federally owned buildings or available 
in the open market. The only way we could meet our needs would be 
to have new buildings constructed and so we have released perhaps as 
many as 10 projects under that permission and that exception from our 
construction deferral plan. 

Senator McNamara. The four you mentioned? 

Mr. Krier. Plus the ones already bid at the time. Recently, we have 
been informed by the Bureau of the Budget that that exception to the 
construction deferral order, under somewhat similar circumstances, 
will be granted on all lease-purchase projects. 

92309—57——2 
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Senator McNamara, I see. 

Mr. Kies. Therefore, we hope under that release, so to speak, we 
will have the opportunity to proceed and to move ahead with the 5 or 
6 projects which I reported to you we had advertised but had been 
unsuccessful in getting successful bidders on because our needs there 
are really emergent. Our leases are expiring and if we do not move, 
we are just simply going to delay the mail. 

Senator McNamara. You feel then you have a general relaxation 
of the stop order? 

Mr. Kies. Under emergency circumstances for postal purposes. 

Senator McNamara. This applies not only to the lease program 
but lease-purchase program, too? 

Mr. Kies. That is right. 

Senator McNamara. This is quite a departure from the conclu- 
sion of our last hearing. 

Mr. Kizs. At the conclusion of the last hearing, we were pretty 
much stopped although at the time I reflected that I hoped it would 
not be permanent and that we could get exceptions under emergent 
circumstances, and I am quite pleased with the fact that we got some 
successful lease-purchase bids meeting the criteria. 

Senator McNamara. You can be sure we are glad to hear it, too. 

Mr. Kins. Under those circumstances, I would like to add, because 
I think you had as one of the purposes of your hearing, a discussion 
on the McGregor bill that has come up, and while I am making this 
report, I might as well include it, too. However, while the Depart- 
ment has not as yet filed an official report, the official report will 
follow these general lines. 

As far as title 1 is concerned, which affects the General Services 
Administration, we are not particularly interested except that GSA 
shall have the right to move ahead as they see they can move and 
we will urge the committee, since they are supporting these amend- 
ments, to seriously consider them and to grant them the tools that 
they need to do the job because a number of their projects have post 
offices in them which we need. 

As far as title 2 is concerned, I think we are affected at only two 
points. One extends the program until June 30, 1960, as I recall, 
and we feel that is very desirable and will give us a chance to work 
this tool a little bit more and to get a little bit more know-how out 
in the market. 

The other point permits us to negotiate tax exemptions or reductions 
with local communities. We think that is highly desirable because 
local communities in many instances, of course, take great pride in 
the post offices. So, we are supporting that bill and will support it 
officially when the report comes in. 

Senator McNamara. Very good. Senator Hruska, did you have 
some question? 

Senator Hruska. This building in Philadelphia to which you refer, 
is that a mail terminal? 

Mr. Kies. That is basically a bulk mail-handling building, Senator. 
It is immediately adjacent to our present building in which we have 
great congestion. Philadelphia, you see, is a gateway city and we have 
to handle not only the mail that generates in Philadelphia and has 
to be delivered in Philadelphia, but mail that comes to Philadelphia 
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for re-sorting on its way through to other gateway cities and other 
parts of the country. 

Senator Hruska. Under what program? 

Mr. Kies. Straight leasing program. 

Senator Hruska. And built by private capital and on a long-term 
lease? 

Mr. Kies. That is correct. 

Senator Hruska. How long a lease? 

Mr. Kren. In Philadelphia, it will be a 20-year noncancelable 
basic term plus a series of one 10-year renewal option and four 5-year 
renewal options, so that the Department will be in a position over the 
last 30 years of such a term, to enjoy flexibility to stay there or to get 
out if we do not like it. 

Senator Hruska. Under what law is that being built? 

Mr. Kies. That is under our straight statutory leasing authority. 

Senator Hruska. Is that under section 411 (c)? 

Mr. Kreps. It is legislation passed prior to 519. 

Senator Hruska. Now, about this liberalization to which you refer 
of the order to hold in abeyance which was entered sometime ago, 
did that apply only to the leasing provisions, to the leasing law? 

Mr. Kies. You mean construction deferral order? 

Senator Hruska. Sir? 

Mr. Kins. You mean construction deferral order? 

Senator Hruska. That is right. 

Mr. Kixs. That applied to our entire 

Senator McNamara (interposing). Lease-purchase as well as 
leasing? 

Mr. Kreps. Oh, yes. 

Senator Hrusxa. And the liberalization applies to both? 

Mr. Kies. ‘That is correct because it applies to our need for space. 

Senator Hruska. Does that liberalization have some limitations 
by way of emergency conditions which have to justify the construction? 

Mr. Kies. Oh, yes. 

Senator Hruska. Have you already in your testimony—I am sorry 
for being late—described that liberalization in greater particular than 
what I just heard from you now? 

Mr. Kies. Generally speaking, it runs like this. Where we are in 
real need for space and there is no space, suitable space available to 
us in a federally owned building nor in the open market, no suitable 
place, we then will be permitted to proceed to have a new building 
erected which will meet our needs. 

Now, I say it must be under real need. I mean, if we have leases 
expiring and we know now that we cannot renew those leases, that we 
must get out of a building or if we are being evicted or for some other 
legal reason we have to get out or for some hazard reason, if the build- 
ing were collapsed or we had a fire or some such thing as that, those 
generally are the criteria. 

Senator Hruska. Well now, in that liberalization, what happens to 
the limitation of the 4 percent interest or carrying charges? 

Mr. Kies. Under the lease-purchase program, we are definitely 
limited by the approvals that have been obtained from this committee 
and from the House committee and from the Bureau of the Budget 
and they require, if you will recall, an approved maximum purchase 
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price; approved maximum interest rate; and an approved maximum 
annual payment in lieu of taxes. 

Senator Hruska. Of course, that interest rate is not in the statute. 
That is something that is imposed separate and apart from the statute. 

Mr. Kres. Except that those were the limitations which were in 
the proposals made to you. 

Senator Hruska. And as approved by the respective committees 
of the House and Senate but the order of liberalization in that respect 
does not change the terms of any of those approvals by the House 
committee or the Senate committee? 

Mr. Kies. No, the orders do not in any way run to the policy 
of Congress. 

Senator McNamara. In that regard then, the agencies still have 
authority to pay more than 4 percent? 

Mr. Kress. If they come here and get approval of more than 4 
percent. 

Senator McNamara. I think that is in line. 

Senator Hruska. Thatis my thinking. [ wondered if the liberaliza- 
tion went beyond, if you were unable to get any of these projects 
through at 4 percent, whether there would be a disposition on the part 
of the Bureau of the Budget and your Department to come back 
here for additional authority by way of interest charges? 

Mr. Kies. We have not faced that issue and so anything I say 
about it is pure conjecture. We have not faced it because we have 
been able now to make 3 lease-purchase projects on a 4 percent basis, 
2 of them rather recently and we bave confidence that we can make 
some of the others. We have reason to believe we can make some 
of the others at that interest rate. 

Senator McNamara. But you show great need for all of these 
projects that have been approved? 

Mr. Kres. That we are moving back. 

Senator McNamara. So you say you have shown need and, there- 
fore, you get approval under the new relaxing or whatever you want 
to term it? 

Mr. Kixs. Really exceptions. 

Senator McNamara. You have shown great need to the Congress 
for all of these but maybe the degree varies? 

Mr. Kres. I think it is a matter of degree. There are some of 
these cities in which we have submitted lease-purchase projects 
where we are leasing space that is not fully satisfactory but it still 
does not prevent us from operating and taking care of the mail and 
where we have been able to negotiate short extensions of leases. 
Really, the exceptions run more to the places where we cannot get 
extensions. 

Senator McNamara. There is no available lease property? 

Mr. Kies. That is right. Now, I have hopes that this entire 
construction deferral directive will soon be completely relieved. 

Senator McNamara. Apparently you have made great progress in 
that direction. We join you in so hoping. 

Mr. Kies. Well, we have been trying. 

Senator McNamara. Senator Scott, do you have any questions? 

Senator Scorr. Yes, I would like to ask the witness what is the 
status of our project down in Fayetteville, N. C., and Bryson City? 

Mr. Krer. Both of those projects are multiagency projects. 
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Senator Scorr. Yes. 

Mr. Kies. And, therefore, are under the sponsorship of General 
Services Administration. The Post Office Department handles and 
sponsors only projects which are exclusively post offices but we are 
going to be tenants in a number of the General Services Administra- 
tion’s projects where other agencies are involved. 

Senator McNamara. Mr. Floete is here and we expect to hear 
from him in just a few minutes and he can give you the answer. 

Senator Scorr. The Fort Bragg proposition, those who are familiar 
with Fayetteville, that is being very much overcrowded in all kinds 
of services there. 

Mr. Kres. That is on the military installation? 

Senator Scorr. Well, no, it is not military, it is a general post 
office down there in Fayetteville. 

Mr. Kurs. Is it located on the military installation? 

Senator Scorr. Part of the project that I asked for might be; I 
am not sure about that. 

Mr. Kreps. If it is on the military installation, it is handled, of 
course, by the military. If it is in the civilian areas, then it is handled 
by the Post Office Department and I can tell you we have many places 
that we are vitally concerned about in which we have overcrowded 
conditions. If we can get out budget problems solved, we hope to 
come to the Congress and ask for some authority to move much more 
rapidly on these projects. 

Senator Scorr, That is all. 

Senator McNamara. Senator Case, do you have some comment? 
We are glad to have you here today, knowing you are interested. 

Senator Case. No, Mr. Chairman, I understood there were going 
to be some suggestions for amendment to the act and I would like to 
hear them explained. 

Senator McNamara. The suggestions are pretty well included in 
this printed report which you have, I take it, of the last hearing. 

Senator Cassz. I was reading the letter from GSA, 

Senator McNamara. Which is the same program. 

Gentlemen, | think you have given us great hope in getting some 
construction on the way. We are getting down to specific problems. 
You mentioned when you were here before, that project m Detroit, 
straight lease job, do you feel you have relaxation to the point yet 
where that could be considered or not? 

Mr. Kirs. Well, as you know, we are being permitted to. praceed 
with planning and development within our budgetary limitations. 

Senator McNamara. That is in the record. 

Mr. Kres. We are proceeding with Detroit and you might be 
interested, being from Michigan, that we have been working on the 
installation of a mail-flow mechanization system inside the sorting 
room which we are planning for installation there and it is turning 
out very nicely. 

Senator McNamara. I heard something of it from Mr. Baker. 

Mr. Kies. From whom, sir? 

Senator McNamara. Baker, the postmaster. 

Mr. Kies. That is something for the country because if it works, 
we can apply it to all of our major cities. We are continuing with 
that development and we have great hopes because of our urgent need 
need there that when this project is ready to go to bid that we will 
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be able to bid it. We hope there will be no delay at all in Detroit in 
that particular project. 

Senator McNamara. And in Mount Clemens, you have a great 
need there and you feel that one can be bid under that relaxation of 
yours? 

Mr. Kies. We are not faced with that yet, Senator, because what 
happened in Mount Clemens was within our normal plan. The 
Department took an assignable option to purchase a piece of land 
which will be assigned to an eventual bidder and it was just one stage 
in our planning and developing. I do not think that will be ready 
for a decision probably for at least a month but I have hopes that we 
are going to be able to proceed with these wherever they may be. 

Senator McNamara. The mere announcement brought a request 
from the mayor that we find out if the present property occupied by 
your Agency would be available for other purposes and, of course, 
that is natural. 

Mr. Kreps. I can understand it. It happens almost every place. 

Senator McNamara. We get pulled into it on that basis. 

All right, if there are no further questions, gentlemen, we can move 
on. 

Senator Hruska. One other question. In the McGregor bill, I 
think it is one of the last sections, it undertakes to amend that 1926 
act. It is section 3—does that pertain to post offices? 

Mr. Kreps. I think that is in section 1 of the bill, is it not, Senator, 
and that applies to GSA. 

Senator Hruska. No; it is section 3, section 3 of the McGregor bill, 
which pertains to the 1926 act as amended. Does that apply to 
multiple-purpose projects? 

Mr. Kiss. That is correct. 

Senator Hruska. What about section 4 then? 

Mr. Kren. That also applies to General Services; that is correct. 

Senator Hruska. Thank you. 

Senator McNamara. Thanks again, gentlemen. 

Mr. Floete. 

We hope that we can hear from you that there has been some 
relaxation of your stop order, too. 


STATEMENT OF FRANKLIN G. FLOETE, ADMINISTRATOR, GEN- 
ERAL SERVICES ADMINISTRATION ; ACCOMPANIED BY EDWARD 
C. SWEENEY, GENERAL COUNSEL; F. MORAN McCONTHE, COM- 
MISSIONER, PUBLIC BUILDINGS; AND J. E. MOODY, ASSISTANT 
GENERAL COUNSEL 


Mr. Fiorre. Mr. Chairman, gentlemen, as you know, the announce- 
ment of the freeze or stop order which was dated February 13, did 
indicate that that freeze was only temporary and that as conditions 
changed, consideration would be given to resuming the taking of bids. 
We feel that there are indications that would justify relaxing the 
freeze, particularly in view of the fact that in certain areas, there 
appear to be construction labor surpluses and, generally speaking, the 
construction indexes indicate that at least the construction costs are 
not now rising and that they have leveled off. 
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So, we have felt for some 2 weeks that it was an appropriate time to 
change the order and still comply with the original intent of the 
February 13 deferred order. Accordingly, we are now in the position 
to go forward on the lease-purchase projects which we will have ready 
for bidding during the balance of this calendar year. 

Our present estimate is that there are 39 of those where in each case 
we have the land and, where we have either secured the final construc- 
tion architect’s drawings and specifications or will have them by 
January 1, 1958. 

Now, we are not necessarily restricted to 39 but there is general 
relaxation on any where we now have the land and where we have 
entered into contracts for engineering and architects. In addition to 
that, of course, we will proceed as soon as we get additional appropri- 
ations for further ac quisitions of sites and planting and go ahead with 
that. So, there is no change in that respect. Of course, we have no 
money at the moment to enter into any more architect contracts or to 
purchase any more sites but we do have a request in our fiscal vear 1958 
appropriations act for $20 million for that purpose. 

Senator McNamara. That would apply after July 1? 

Mr. Fiorre. Yes, sir. 

Senator McNamara. Well, that is certainly good news. You feel 
you have rather considerable freedom now because of the change in the 
situation, since our last hearings, to go ahead? 

Mr. Fioere. Yes, except I think that we should expect to do it 
within the limitation of paying 4 percent on money borrowed for these 
projects and there is evidence that we can get money at 4 percent, 
more than there was 3 months ago. For instance, there are 4 States 
that have passed legislation authorizing municipalities to issue revenue 
bonds secured by these lease-purchase contracts and 1 believe in 3 of 
those States, any municipality may participate in that way. Those 
are Iowa, Kansas, and Oklahoma. Minnesota has passed a special 
type of bill that I think applies only to Minneapolis. At least, it is 
limited to cities of 500.000. 

Then we have had a number of cases where the interested city has 
been able to persuade insurance companies or trust funds to agree to 
put up the money. Now, how extensive that will be, I don’t know but 
[ think it is a very favorable sign and one that we can take advantage of 
because the muncipalities will be selling tax-exempt bonds and, if 
issued, will be able to get a rate even under 4 percent. 

Senator McNamara. This is similar to the plan described in our 
hearings by the gentleman from Oklahoma? 

Mr. FLoete. Yes, sir. 

Senator McNamara. Now, in the number you mentioned that you 
think you can go ahead with in this year’s program, does that include 
the one in Salt Lake City where the financi ‘ing seemed to be already 
available through the Mormon Church? 

Mr. Fioeter. No, we have not got that far. We are not able to 
accept that offer even if it were made. 

Senator McNamara. Well, are we laboring under some misappre- 
hension when we think there was an offer that was within the 
percent? 

Mr. Fuoers. As I understand it, an offer would be made. We 
were told verbally of it. 
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Senator McNamara. I see. 

Mr. Fiorre. But actually, we still do not have the site there, you 
see, and we do not have any of the architectural plans, so we are really 
not in position to accept. 

Senator Hruska. Was that project approved by the congressional 
committees? 

Mr. Fioere. There is one approved. 

Senator Hruska. For Salt Lake City? 

Mr. Forte. Yes, sir. 

Senator McNamara. Combination Federal post office building; 
was it not? 

Mr. Fuoere. Itisnot. I donot believe the post office was involved 

Senator McNamara. Just a straight Federal office building? 

Mr. Fuioere. Yes, sir. We estimate 39 of these now and those 
cover 20 States including locations in Alabama, Georgia, Illinois, 
lowa, Kansas, Louisiana, Minnesota, Mississippi, Missouri, Nebraska, 
New Hampshire, New Mexico, New York, South Carolina, South 
Dakota, Tennessee, Texas, Virginia, West Virginia, and Wisconsin, 
rather a wide coverage, you see. 

Senator McNamara. That is certainly good news. It appears like 
you are not in the very dark position you were in at the conclusion of 
our last hearing? 

Mr. Fiorre. We do think, Senator, that the passage of these 
amendments is a desirable thing because we are certain it will increase 
the possibilities of getting proper financing. ‘They are practically all 
designed for that purpose. There are a total of 10 amendments of 
which 1 extends the period 3 years; 6 of them are rather technical 
and 1 of them goes to the tax situation that Mr. Kieb mentioned and 
2 are purely financial. All of them are necessary and we think the 
financial amendments will solve many of the problems we have had 
with investors. 

We feel encouraged about the general situation and we would 
expect to submit to the two Public Works Committees very soon, a 
revision of the original approved amount because, as we stated before 
and as you all know, there has been an increase during the last 2 
years in construction costs, so we will be submitting very soon now, 
a revised prospectus and in general it will indicate an increase of from 
10 to 11 percent. 

Senator McNamara. You propose to do this on project by project 
or on an overall basis? 

Mr. Fiorerr. No; we thought we should submit it by project. 
We have designed a form and we thought we should give you the 
essential information and submit it by project. 

Senator McNamara. There was some talk of doing it on an overall 
basis, to ask for authority to let contracts on the basis of the increase 
in cost, so I wondered which you were proposing and you indicate it 
is project by project? 

Mr. Fuioere. Yes, sir. The status of our whole program is about 
as follows: Congress has approved 98 projects and we have awarded 
architect engineering contracts for 51. We either own or are acquir- 
ing sites for 72 of those. Now, that is all within our present money, 
and, as I said before, we expect to have the designs completed on 39 
of them before January 1, 1958, and we are presently studying 166 
other locations as possbilities for additional buildings. 











AMENDMENTS TO THE LEASE-PURCHASE ACT 13 


Senator McNamara. Some of these 72 you have either acquired or 
are acquiring properties? 

Mr. Fiore. Yes sir. 

Senator McNamara. Some of these have been removed from the 
local tax rolls for a long time by the Federal Government acquiring 
them; have they not? 

Mr. Fiorre. Yes, sir. 

Senator McNamara. We are getting some complaints for just 
taking them off local tax rolls and then doing nothing with them for a 
long period of time and with the freeze order it looked like we were 
in a pretty bad position. Now we are able to go ahead or at least we 
have a reasonable answer for the local people who are complaining 
that the Federal Government comes in and takes a huge piece of 
property off our tax rolls and then we need money for schools and 
other things and you are kind of working against us, and it has been a 
legitimate complaint up to now. We hope that this unfreezing, to a 
degree, will give us at least a place to hang our hats. 

Mr. Fiorere. That is right. 

Senator McNamara. We are going to go ahead now and hope that 
the GSA is going to get this in such shape through lease-purchase or 
otherwise that it will be paying taxes again and I think we are all 
conscious of that and I know you are of the existing conditions. 

Mr. FiLorrre. With the special legislation passed in some of the 
States, we will not pay taxes on those properties because actually, the 
city will be the owner. 

Senator McNamara. If the State does that, we do not have to 
face up to it. We are concerned with it now because, by the action 
of the Federal Government, we are in this position. Now then, the 
burden will be transferred by this thing that you are now talking 
about. It will be transferred actually from us to the State and then 
they have the problem within their own State. 

Mr. FLorere. That is right. 

Senator McNamara. Senator Hruska. 

Senator Hruska. Mr. Floete, can you describe for us this unfreezing 
order, its text or its substance? I do not care about any formal text 
unless there is one? 

Mr. Fiorrre. No; I do not have a formal text on it. You are 
familiar with the original one, I presume? 

Senator Hruska. Yes. 

Senator McNamara. That was in the nature of a press release? 

Mr. Fiorrer. Yes, sir. Now, it has simply been determined that 
the period has passed when there can be this absolute freeze and we are 
authorized to go ahead with all of these projects where we have the 
sites and where we expect to get plans between now and the Ist of 
January. I assume at that time we will take another look and see 
what additional ones we may have. We are only talking of the period 
from now until January 1 because we want to have something concrete 
to talk about. 

Senator Hruska. Well, Mr. Kieb mentioned something about 
emergency situations warranting their going ahead with certain 
things. Now in this unfreezing order or if you want to call it that, 
is there any limitation on you by way of emergency conditions that 
will get priority or that will warrant you going ahead or does that 
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unfreezing apply to the entire list which you have compiled up until 
now? 

Mr. Fiorre. Well, I think it applies to the whole list. Now, if 
we found a case where we felt that it just was not justified, why we 
might back up on it but actually, all of these, as you said a moment 
ago, all of these have already been approved by the House and Senate 
committees on the basis that they were badly needed. 

Senator Hruska. That is true. 

Mr. Fuioere. Our natural assumption is that they are. 

Senator Hruska. In substance you are telling us that that Febru- 
ary 13 order or whatever the date of it was is simply stricken and 
you are now allowed to go forward as you had been going prior to the 
making of that February 13 order; is that right? 

Mr. Fiorre. Yes; except that for the moment, it is restricted to 
the cases where we have sites and where we have or will have by 
January 1, architect contracts. 

Senator Hruska. Now, how many projects have been approved 
by the congressional committees? 

Mr. Fiorre. Ninety-eight. 

Senator Hruska. Did you tell us that you had building sites in 
72 of those? 

Mr. Forte. Sites? Yes, we either own them or are acquiring the 
sites within the money that has been appropriated. 

Senator Hruska. Now, what about architect contracts? 

Mr. Fioxrrer. Architect contracts have been awarded in 51 of the 98 

Senator Hruska. That is a very goodly percentage and would 
indicate the program would move forward on a broad front if you are 
able to get financing done pursuant to limitations that have been 
imposed. 

Mr. Fiorre. | might interject there that our estimate of the total 
amount required for sites and planning for the 98 projects is approxi- 
imately $75 million and that must come to us by appropriation. We 
have heretofore received from the last Congress and the one before, 
$20 million. We have $20 million in our 1958 budget request, which 
gives us $40 million but we are still short $35 million. That is a 
problem and we would have liked to have had it at this time or at 
least by summertime but because of the general budgetary situation, 
we have not been able to get it approved. Iam just pointing that out 
as that may be a block that we will run into a little later. It does not 
affect us now but it may within a year from now. At the moment, I 
do not think it is too pressing. 

Senator McNamara. Did you make the request for the $55 million 
and then it was cut to $20 million in the current budget? 

Mr. Fiorere. We actually asked for a supplemental for 1957. 
We asked $30 million for 1957 but because of the budgetary situation, 
it was disapproved. I actually do not think it is too pressing right 
now. It would be all right but perhaps we can come back with a 
supplemental next January and take care of it. 

Senator Hruska. You referred to $20 million for fiscal 1958; was 
that allowed by the House? Has that been approved by the House 
already? 

Mr. Fuorte. Yes, sir. 

Senator Carrott. Mr. Chairman, I wonder if I might ask a 
question? 
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Senator McNamara. Senator Carroll, we are glad you are here 
and will be glad to have you ask a question if Senator Hruska is 
through or will yield. 

Senator Hruska. I will yield. 

Senator Carro.u. No, I will be perfectly willing to wait. I thought 
you had concluded. 

Senator Hruska. I hadn’t quite. Now, just to refresh my recol- 
lection, perhaps I should have asked Mr. Kieb, is that Council Bluffs, 
Iowa, project, is that a post office or multiple purpose? 

Mr. FLoere. That is a multiple purpose but will have a post office. 

Senator Hruska. That is one instance where the lowa Legislature 
acted to enable the municipality to issue revenue bonds, is it not? 

Mr. Fiorre. That is right. 

Senator Hruska. It has been signed by the Governor‘and is effec- 
tive so that if they want to go forward on that basis, that avenue is 
open. 

Mr. Fiorre. That is right and that is included on this list we are 
talking about. 

Senator Hruska. That is an emergency situation if there ever was 
one because it is a bad situation. 

Mr. Fiorre. Yes, sir. 

Senator Hruska. One other thing, the present act expires on June 
30 of this year. 

Senator McNamara. July, late in July, I think. 

Senator Hruska. July this year, at any rate. One of the problems 
of this committee will be whether to recommend an extension of this 
lease-purchase act or not to do so. 

Senator McNamara. That is correct. 

Senator Hruska. Frankly, Mr. Floete, I am very much in favor of 
its extension and I hope it will be extended but let me ask this ques- 
tion. If the decision is made not to extend it, would the passage of 
the amendments contained in the McGregor bill, which is H. R. 6993, 
still be desirable so that there would be facilitated the functioning as 
to the projects that fall under it? 

Mr. Firorrre. That is correct. 

(H. R. 6993 is as follows:) 


[H. R. 6993, 85th Cong., Ist sess.] 


A BILL To amend and extend the Public Buildings Purchase Contract Act of 1954, as amended, the Post 
Office Department Property Act of 1954, as amended, and to require certain distribution and approval 
of new public building projects, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 411 of the Public Buildings Act of 
1949, as amended, 63 Stat. 176, as added by the Act approved July 22, 1954, 68 
Stat. 518, as amended, is hereby amended as follows: 

(a) The proviso at the end of subsection (a) reading ‘‘Provided, That prior to 
July 1, 1955, a limitation of not to exceed $5,000,000 is hereby established for 
such purposes.” is hereby deleted and the following added in lieu thereof: ‘‘Pro- 
vided, That subject to the foregoing restrictions on total annual payments, any 
such purchase contract may provide for payments at such intervals as the Admin- 
istrator may deem necessary and, without regard to the foregoing requirement for 
equal annual payments, for partial payments during construction to cover interest 
on and amortization of the earned portion of the purchase price.” 

(b) The colon after the word ‘States’ in the fifth line of subsection (d) is 
changed to a period and the remainder of the sentence reading, ‘‘Provided, That 
no such agreement may provide for the payment by the United States in pur- 
suance of the terms thereof of moneys in an aggregate annual amount in excess 
of 15 per centum of the appraised fair market value of the property at the date 
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of the purchase contract, or in the case of property where construction shall not 
have been completed at that date in excess of 15 per centum of the fair market 
value at the date of completion of such construction.” is deleted. 

(c) By striking from subsection (e) the words “within three years after the 
date of enactment of this Act” and inserting in lieu thereof ‘‘on or before June 30, 
1960”’. 

(d) By striking item (2) of subsection (e) and inserting in lieu thereof (2) an 
estimate of the maximum cost of the project: Provided, That the maximum cost 
set forth in any prospectus for any project may be exceeded or shall be reduced 
by an amount equal to the percentage increase or decrease, if any, as determined 
by the Administrator of General Services, in construction costs generally 
dating from the time of transmittal of such project to such committees;’’. 

(e) By striking item (3) of subsection (e) and inserting in lieu thereof ‘(3) a 
comprehensive plan for providing space for all Government employees in the 
locality of the proposed project, having due regard for suitable space which may 
continue to be available in existing Government-owned buildings and in rented 
buildings;’’. 

(f) By striking the word ‘“‘and’’ following the semicolon in item (7) of subsection 
(e), by changing such semicolon to a period and by striking item (8) of subsec- 
tion (e). 

(g) By changing the period at the end of subsection (h) to a colon and adding 
the following: ‘‘Provided, That the Administrator of General Services is authorized 
to enter into agreements with any State, county, municipality, or any subdivision 
thereof providing for reduction in the amount of or for exemption from taxes 
otherwise payable under this subsection.” 

(h) A new subsection (k) to read as follows is added: 

“(k) The faith of the United States is solemnly pledged to the payment of all 
annual payments contracted for under purchase contracts entered into pursuant 
to this section, and there is hereby authorized to be appropriated in each fiscal 
year, out of any money in the Treasury not otherwise appropriated, the amounts 
necessary to provide for such annual payments. Payments under purchase 
contracts entered into pursuant to this section shall be pledged, if the Admin- 
istrator of General Services so requires, as security for any loans obtained by a 
contractor to assist in the financing of the construction of the projects to which 
the purchase contracts relate.”’ 

(i) A new subsection (1) is added to read as follows: 

““(1) Wherever, in this section, the Administrator of General Services is author- 
ized to enter into ‘purchase contracts’ or a ‘purchase contract’, such authorization 
shall be deemed to include any contract or series or group of contracts, including 
but not limited to contracts covering acquisition of sites, preparation of plans 
and specifications, financial arrangements and construction which the Admin- 
istrator of General Services deems necessary to effectuate any of the purposes of 
this section.” 

(i) A new subsection (m) is added to read as follows: 

“(m) Notwithstanding the provisions of the Assignment of Claims Act of 1940, 
as amended (31 U. 8. C. 203, 41 U. S. C. 15), assignments of moneys due or to 
become due from the United States under any purchase contract entered into 
pursuant to the provisions of this section may be assigned to any bank, trust 
company, trust, insurance company, pension fund, other financing institution, 
including a Federal lending agency, or any other individual, firm, or organiza- 
tion or other public or private entity providing the financing in connection with 
any approved project, whether acting as principal or trustee.” 

Sec. 2. Subsection (g) of section 202 of the Post Office Department Property 
Act of 1954, as amended (39 U. 8. C. 902 (g)), is further amended— 

(a) By striking the words “within three years after the date of enactment of 
this Act’’ and inserting in lieu thereof ‘‘on or before June 30, 1960’; 

(b) By striking the word ‘‘and’’ following the semicolon in item (7) thereof 
and by changing the semicolon to a period, and by striking item (8) thereof. 

(c) By changing the period at the end of subsection (h) to a colon and adding 
the following: “‘ Provided, That the Postmaster General is authorized to enter 
into agreement with any State, county, municipality, or any subdivision thereof 
providing for reduction in the amount of or for exemption from taxes otherwise 
payable under this subsection.” 

Sec. 3. The first section of the Act entitled ““An Act to provide for the con- 
struction of certain public buildings, and for other purvoses,’’ approved May 25, 
1926, as amended (40 U. 8. C. 341), is further amended by striking out ‘That, 
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to enable’’ and inserting ‘‘That (a) to enable’, and by adding at the end thereof 
the following new subsections: 

*‘(b) No appropriation shall be made to carry out the purposes of this Act 
for any project (1) until the expiration of thirty calendar days of continuous 
session of the Congress following the date on which the Administrator of General 
Services has submitted to the Committees on Public Works of the Senate and 
House of Representatives a prospectus of the proposed project, or (2) where a 
resolution has been adopted by either committee, during such period, stating in 
substance that such committee does not approve of such a project. For the 
purposes of this subsection continuity of session shall be considered as broken 
only by an adjournment of the Congress sine die, but in the computation of the 
thirty-day period there shall be excluded the days on which either House is not 
in session because of an adjournment of more than three days to a day certain. 

“‘(c) The prospectus of the proposed project shall include (but not be limited 
to)— 

(1) a brief description of the building located or to be erected at a given 
location; 

(2) an estimate of the maximum cost of the project: Provided, That the 
maximum cost set forth in the prospectus for any project may be exceeded or 
shall be reduced by an amount equal to the total percentage increase or de- 
crease, if any, as determined by the Administrator of General Services, in 
construction costs generally dating from the time of transmittal of such 
project to such committees; 

““(3) a comprehensive plan for providing space for all Government em- 
ployees in the locality of the proposed project, having due regard for suitable 
space which may continue to be available in existing Government-owned 
buildings and in rented buildings; 

“(4) a statement by the Administrator of General Services that suitable 
space owned by the Government is not available and that suitable rental 
space is not available at a price commensurate with that to be afforded 
through the proposed action; and 

“(5) a statement of rents and other housing costs currently being paid by 
the Government for agencies to be housed in the building to be constructed, 
enlarged, remodeled, extended, or purchased. 


“(d) The Administrator of General Services shall submit to the Congress 
promptly after the convening of each new Congress, a report showing the loca- 
tion, space, cost, and status of each project submitted under this Act and un- 
completed as of the date of any prior report under this Act.” 

Sec. 4. The prospectuses required by section 1 (b) of the aforesaid Act ap- 
proved May 25, 1926, as added by section 3 of this Act shall supersede the reports 
required by section 4 of the said Act approved May 25, 1926, and section 409 of 
the Publie Buildings Act of 1949, as amended (40 U. 8. C. 355), and said section 
409 is hereby repealed. 

Sec. 5. There is hereby authorized to be appropriated such sums as may be 
necessary to carry out the purposes of this Act. 


Senator Hruska. It would still be desirable to have the amend- 
ments. 

Mr. Fiorre. It would help to have all of those. 

Senator Hruska. Help all of those 98 projects which have been 
approved to date and which would go forward whether this law were 
extended or not. 

Mr. F.Lorre. That is correct. 

Senator Hruska. That is all for the present. 

Senator McNamara. Senator Carroll. 

Senator Carrot. Mr. Chairman, I apologize for coming in late 
but the Interior Committee has been approving the appointment of 
Mr. Bennett, Colorado’s solicitor, to the Interior Department. 

From the questions that have been put by the distinguished Senator 
from Nebraska, and very helpful to me, and if I may be repetitious 
here just for a moment so I will understand, I understand there has 
been an easing of the February 13 order? 





18 AMENDMENTS TO THE LEASE-PURCHASE ACT 


Mr. Fioerre. Yes, sir. 

Senator Carro.tu. And that you have approved generally 98 proj- 
ects. Now, to be a little bit more specific, so I will understand this 
more clearly, what about the Denver Post Office? 

Mr. Fiorrer. That is approved. 

Senator Carroii. That was approved by Congress. I know that, 
but how does it fit into the category of the building sites and architects’ 
contracts? 

Mr. Fiorre. That unfortunately, Senator, falls into the class where 
we have not had sufficient money as yet. You see, we have only had 
$20 million up to date and we have had to get the sites and architect 
contracts out of that amount. We have been able to do it on 51. 
Naturally, the first ones that were included were those that you ap- 
proved 2 vears ago. There were 26 of those. But, at the moment, 
we are not able to go ahead on Denver and a good many others, of 
course. 

Senator Carrouu. That is why I wanted to deal in specifics a little 
bit more because it still is not quite clear tome. While Denver comes 
into the category of the 98, it does not come, from what you tell me, 
into the category of the 72 building sites? 

Mr. Fonte. No. 

Senator Carro.u. It does not come in the category of the 51 
architect contracts that have been awarded? 

Mr. Fiozrre. That is correct. 

Senator Carrot. All right, how do we get it into that category? 

Mr. Fiorte. Give us $55 million. 

Senator Carroitit. How much? 

Mr. Fioeter. A total of $55 million. 

Senator McNamara. Mr. Floete, does your answer to that question 
indicate that it would not be included in the 1957 budget or the $20 
million that you are now requesting from Congress? 

Mr. Fioete. Not necessarily. I mean we get the $20 million and 
then we have to decide what to do with it and it is not an enviable 
position, I might add. 

Senator McNamara. Then you would use a different figure if you 
knew it would be included—you would be short $35 million rather than 
$55 million? 

Mr. Fuioete. That is correct. 

Senator Carrouu. | have a single track mind. Let’s get back on 
the track. I want you to tell me, we not only have a post-office 
building that has been under consideration and a great need, I have 
heard your reference to emergency. There is a real eme rgency in that 
area, a real emergency in that Denver post office area ‘Now, I want 
to take you from the post office to the Federal courthouse building. 
Is that in a different category? 

Mr. Fuorre. This new building is the court building. 

Senator Carrot. It is the Federal courthouse building- —is that to 
be combined with the post office? 

Mr. Fioere. No, there will be no post office in this Denver building 
that has been approved by Congress. It is the courthouse. 

Senator Carrouu. I would like some clarification from the staff 
expert, Mr. Chairman, on that situation, if I may. Will somebody 
apprise me of that situation? 
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Mr. Sneep. We have approved two lease-purchase projects for 
Denver. One is for a terminal annex under the Post Office Depart- 
ment, under Mr. Kieb’s jurisdiction, and the other is a Federal court- 
house under GSA. T hey are two entirely separate buildings. 

Senator Carroti. So GSA has to do with the courthouse? 

Mr. Fiorre. Yes, sir. 

Senator Carrouu. Let’s confine our remarks then to the courthouse. 
Again I want to come back to my question. What do we do to bring 
the courthouse in? Explain to me a little bit what is needed for the 
courthouse in Denver under GSA in simple terms? 

Mr. Fioretre. Well, until we receive the total amount of appropri- 
ations required to purchase all sites and make all architect contracts 
for these 98 projects, we will be unable to secure all of the sites and 
architect contracts. We just do not have the money, Senator. 

Senator Carro.u. I see and now you need about $35 million? 

Mr. Fiorre. In addition to the $20 million that is in our 1958 
budget? 

Senator Carro.u. Yes. 

Mr. Fiorre. We need a total of $55 million from where we stand 
right now, 

Senator Carrouu. I see. Now, how much money have you been 
using? How much is in your budget now? How much can you use 
now? 

Mr. Fiorre. Well, we have already obligated the $20 million that 
has been appropriated. That is all appropriated for these projects 
that we are referring to now. 

Senator Carroiu. Now, that $20 million, what priorities have you 
given to some of these building sites and architect contracts? In other 
words, I am asking spec ifically, why did you exclude the courthouse in 
Denver? That is what Lam getting at. I might as well put the cards 
on the table to you. 

Mr. Ftorrr. To begin with, 26 projects were approved by Congress 
2 vears ago. 

Senator CARROLL. I see. 

Mr. FLtorrr. Denver was not one of them. I am positive of that. 
Therefore, we went ahead with the 26 first. That was the natural 
thing todo. Then last year, you approved 72 more, including Denver. 
We picked out the locations in general where the Government already 
owned sites or where there was no site problem and made architect 
contracts for those. It seems to me that was the logical thing to do 
and that about explains the 51 that are in the status of having sites and 
contracts. 

Senator Carroue. | will put the question a little differently. How 
much of the money, of this money that you have used, have you used 
for the purchase of sites? 

Mr. FLrorrr. I do not know. 

Senator Carrouu. You have explained you have 26 projects which 
you have given some precedence by virtue of the prior congressional 
action. Now, of that, you say that you have gone ahead with the 
courthouses because they had existing building sites. Now, my ques- 
tion to you is: How much money did you spend for building sites? 
How much of this money did you spend for building sites, and why 
did you choose those particular courthouses? That is what I am 
coming up to. I want to know your method of choosing. 
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Mr. Fiorre. I explained that the 26—— 

Senator Carroui. I got that picture. We are past 26 and we are 
past 51, past that group where you had building sites, but it is not 
clear to me now what you have spent for building sites, new building 
sites acquired. How many projects were there? 

Mr. Fiorre. Well, there were a total of 51. I have the record 
here—I cannot give it to you right off the bat—but I have the record 
of how many where we owned the sites, and I also can get you the 
exact amount of dollars we paid for sites. I do not have it at the 
moment. 

Senator Carrouu. I am not so much interested in the exact amount 
of dollars, but I am interested in your method of selection. 

Mr. Fioerte. It was those two things, those that had been approved 
first and those where Government owned the sites or where there 
was no site problem. 

Senator Carro.u. I think, if you might compare them and give 
me some idea of how much money has been spent for newly acquired 
sites, it would help. 

Mr. Fuioete. All right, sir; I will supply it. 

(The information requested is as follows:) 

Of the amount thus far appropriated for sites and planning, a total of $12,783,800 
has been expended or committed for site acquisition. 

Senator Casg. Will the Senator yield for a question to further 
clarify this point? 

Senator Carrot. I will yield. 

Senator Casn. Mr. Floete, you expended money for sites; ap- 
parently only for those sites which were embraced in the 26 locations 
for which Congress or the congressional committees had given 
approval? 

Mr. Fiorre. I do not quite get vour question, Senator. 

Senator Casr. Well, if the projects to which you have applied 
your funds consist of two classes, (a) those to which congressional 
committees have given approval, and (b) those where you owned the 
sites without applying new funds, then, obviously, the only sites to 
which you applied funds for acquisition would be in the first category 
of the 26 where Congress had specifically acted? 

Mr. Fiorte. No; there were cases—you correct me if [ am wrong— 
there were cases where we acquired sites and were unable to enter into 
engineering contracts, 

Mr. McConine. Not that I can think of. Some of the first projects 
approved of the 26 were Government-owned sites. 

Senator Casz. But, also, some of that first 26 where you had to 
use money to acquire the sites? 

Mr. McConiue. Yes, sir; that is correct. 

Senator Case. You proceeded to apply money for acquisition of 
sites because Congress had taken action on those projects? 

Mr. McConine. That is correct. 

Senator Cass. After you exhausted those 26, you proceeded, then, 
with additional sites where the Government already owned the sites? 

Mr. McContue. Yes, sir. We also proceeded to buy additional 
sites in cities where the site was determined. In a great many cities 
there was controversy as to the sites and, in some cities, there was 
great unanimity. Where we had sufficient funds to buy the site and 
where the site was all agreed to, we proceeded with those. 
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Senator Case. So, actually, it was not a matter of establishing a 
priority in the way of picking out this one as a matter of favoritism 
or this one as a matter of favoritism, but the priority list that you 
followed was dictated, (1) by those on which the congressional com- 
mittees had acted, and (2) by those where there was agreement on 
sites or where the Government owned the sites? 

Mr. Fuoete. That is right. 

Senator Hruska. A further point. I recall Pittsburgh as being a 
city in which there was great controversy as to the location of the site. 
Has that site been acquired yet? 

Mr. Fiorere. No, sir. 

Senator Hruska. And the reason it has not is because of the 
diversity of opinion within that community as to where it should 
be located? 

Mr. McConine. It will require additional study. 

Senator Casr. The same thing applied to Cleveland, Ohio? 

Mr. McConine. Applied to Cincinnati. 

Senator Casr. In Cincinnati. 

Mr. McConrue. Cincinnati; not Cleveland. 

Mr. Fuorre. There is quite a number of places where there is 
controversy. 

Senator Carrouu. Is there any such problem in Denver? 

Mr. McConine. There was in the beginning. There was a feeling 
in Denver that this building might or should go out in the Federal 
Center there. 

Senator Carrouu. Has that been resolved? 

Mr. McConrne. The feeling has changed now that it should be 
downtown, and Mr. Floete has it on his schedule to go to the cities 
where there is this difference of opinion, shall we say, to resolve the 
problem. There has also been a change in the scope of the Denver 
project caused by additional space being required by the courts, so 
that project has not definitely been firmed up yet but will be very 
shortly. 

Senator Carro.u. Well, I will be in touch with you about that. 
I want more information so I can report to my constituents at home. 

Mr. Chairman, I understand that Mr. Kieb has been on the stand? 

Senator McNamara. That is right. 

Senator Carrouu. I would like permission of the committee to 
examine him for just a few questions, if I may, with reference to the 
post office. 

* Senator McNamara. After Mr. Floete finishes, I am sure Mr. Kieb, 
if he is still here and can stay, will be glad to cooperate. 

Senator Caszr. Mr. Chairman, with your indulgence, would you 
merely permit me to say that I appreciate the efforts of both Mr. 
Kieb and Mr. Floete to get this order unfrozen, as it were, and I 
appreciate the courtesy shown me. 

Senator McNamara. Thank you very much. I am always glad 
to have you here, Senator Case. You have been very helpful and I 
hope your interest will continue. 

Senator Case. Thank you. 

Senator McNamara. Senator Scott, did you have anything? 

Senator Scorr. I still have not had any information on Fayette- 
ville, N. C. and Bryson City?’ -. 
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Senator McNamara. Mr. Floete, do you think these people will be 
able to give Senator Scott this information at this time? 

Mr. FLoete. Just a moment, Senator. Fayetteville and Bryson 
City are both in the category of now being studied. Neither one has 
been approved by Congress nor have they been submitted to Con- 
gress. We are studying them at the present time. In Fayetteville, a 
field survey is now being made and in Bryson City, we have secured, 
in accordance with our usual procedure, certifications as to need from 
50 percent of the Federal agencies involved. They are actually both 
in the study stage. Mr. McConihe, could you make a guess when we 
will have them ready? 

Mr. McContne. No, sir, I could not. We are working on them, 
Senator. 

Senator Scorr. Is there anything you need me to do? 

Mr. McConrne. If we do, we will call on you, Senator. 

Senator McNamara. Mr. Floete, you make several proposals for 
amendments in this communication that you sent us dated March 18, 
and there are some questions that grew out of these recommendations 
in my mind. You made it quite clear that under the law persisting, 
you are not allowed to make partial payments as the job progressed. 
Is there any precedent under any other law to make these partial 
payments? Do we have a Federal law under which this proposal of 
yours has had some experience, to your knowledge? 

Mr. FLoete. May I ask our attorneys who are here, to answer that. 
Mr. Sweeney, general counsel. 

Mr. Sweeney. Mr. Chairman, I am not sure I understood your 
question. In Public Law 519, there was a requirement we had to 
make equal annual payments. We prefer to amend that provision so 
that during the period of construction we can advance money and 
start amortizing those payments. 

Senator McNamara. Which is the general practice in construction 
work, not the general practice under the Federal Government. Is 
there precedent for it under Federal law? 

Mr. Sweeney. Yes, sir. When appropriated moneys are used for 
building, I understand progress payments are made as_ building 
progresses. 

Senator McNamara. This is under direct appropriations which 
follow generally the pattern existing in the construction industry? 

Mr. SwEeENEY. That is correct. 

Senator McNamara. But not spelled out—but this is a different 
kind of law anyway. 

Mr. Sweeney. This would bring the law more in line with the usual 
general practice in the construction industry. 

Senator McNamara. I understand. Now, would you have in 
mind the job would be broken up percentagewise or the footings per- 
haps and then the superstructure and so on? What divisions did you 
have in mind when you made this proposal? 

Mr. Sweeney. We have not worked that out in detail. We will 
try to follow the same practice we follow with other construction 
projects. 

Senator McNamara. That generally would be broken up into the 
site preparation, bringing it up to the ground level and then the 
superstructure, those are the accepted breakdowns; aren’t they? 

Mr. SwreEney. Yes, we will follow the same practice. 
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Senator McNamara. That is what you have in mind, Mr. Floete? 

Mr. Fiorre. Yes. 

Senator McNamara. It was just called to my attention that this 
proposed S. 1754 went to Government Operations Committee rather 
than to our committee. 

(S. 1754 is as follows:) 


[S. 1754, 85th Cong., Ist sess.] 


A BILL To amend the Federal Property and Administrative Services Act of 1949 to authorize the Admin- 
istrator of General Services to lease space for Federal agencies for periods not exceeding thirty years, and 
for other purposes 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 210 of the Federal Property and 
Administrative Services Act of 1949, as amended (40 U. S. C. 490), is amended 
by adding at the end thereof the following new subsection: 

“(h) (1) The Administrator is authorized to negotiate and enter into lease 
sprints with any person, copartnership, corporation, or other public or pri- 
vate entity, which do not bind the Government for periods in excess of thirty 
years for each such lease agreement, on such terms as he deems to be in the interest 
of the United States and necessary for the accommodation of Federal agencies in 
buildings and improvements which are in existence or to be erected by the lessor 
for such purposes and to assign and reassign space therein to Federal agencies. 

(2) For the purposes of paragraph (1) of this subsection, and without regard 
to the other provisions of this Act relating to the acquisition or disposal of 
property, the Administrator is authorized to acquire real property by purchase, 
condemnation, lease, donation or otherwise, to improve (including demolition) 
federally owned property, and to negotiate the disposal of such acquired and 
federally owned property upon such terms as he may determine to be in the best 
interest of the United States. 

(3) If the unexpired portion of any lease of space to the Government is 
determined by the Administrator to be surplus property and the property is 
thereafter disposed of by sublease by the Administrator, the Administrator is 
authorized, notwithstanding section 204 (a), to deposit rental received in the 
Buildings Management Fund and defray from the fund any costs necessary to 
provide services to the Government’s lessee and to pay the rent on the lease of 
the space to the Government.” 

Sec. 2. The following parts of laws are repealed: The second paragraph under 
the caption ‘Rent of Buildings, Quartermaster Corps’’ (relating to the leasing 
of storage space within the District of Columbia) contained in the Act of March 2, 
1913 (37 Stat. 718, as amended; 40 U. 8. C. 36); section 407 of the Act of June 
16, 1949 (63 Stat. 199, as amended; 40 U. S. C. 37a); and the first sentence of 
section 3 of the Act of August 27, 1935 (49 Stat. 886, as amended; 40 U.S, C.304c). 


Senator Hruska. That bill in general, as I understand it, extends 
the authority to make long-term leases. What effect would that long- 
term leasing have on the GSA building program, Mr. Floete? 

Mr. Fiorre. Well, we are presently restricted to a 5-year lease and 
we felt that we should be armed with all means to provide these build- 
ings. We know, of course, as you do, that on a 20 or 25 or 30-year 
lease, you can get a better ‘deal for the Government than you can on 
a 5-year lease and this is consistent with what the Post Office has now 
under their general authority. So, we are merely proposing this. 
I do not know to what extent we will use it. There are many oppor- 
tunities and we think it would be a very desirable thing for us to 
have. 

Senator McNamara. You are limited now to the 5 years and you 
specify in your proposal the number of years that you would have 
amended? 

Mr. Fioete. Up to a maximum of 30. 

Senator McNamara. Up to a maximum of 30? 
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Mr. Fiorrr. Yes. I think, Senator, referring back to the lease- 
purchase amendments, that the section you are talking about will 
insure that we have much better competition if we are able to pay 
the contractor as we go along. 

Senator McNamara. I am sure of that. 

Mr. Fioete. And also make it better for the investor the same way. 

Senator McNamara. Wouldn’t have all of his money tied up for 
such a long period of time and it should help a great deal. 

Senator Hruska, do you have any questions at that point? 

Senator Hruska. I wonder what effect it would have—you think 
it would be a benefit? 

Mr. Fiorre. Oh, yes, very definitely. 

Senator McNamara. Obviously would. 

Senator Hruska. I recalled some hearings that we had, I think 
last session, on a bill which pertained to leases on Federal buildings 
within the District. As I recall, the leases were limited to 1 year 
and it was finally extended to 5 years but we refused, as a committee, 
to extend it to 20 years. I do not recall if that bill was limited to 
buildings within the District of Columbia. Would you recall? 

Mr. Fioere. I do not remember that one. 

Senator McNamara. Colonel, would you remember? 

Mr. Sneep. Within the District of Columbia. 

Senator Hruska. That was S. 1210 of the 84th Congress. 

Mr. Sweeney. That is correct. 

Senator Hruska. That is all on that point. 

Senator McNamara. Senator Carroll. 

Senator Carroiu. Mr. Chairman, I would like to have you, if you 
will, bring me up to date on this. At the last meeting, it looked very 
dark here. All of a sudden I see an easing up and some light coming 
into the picture. 

Senator McNamara. We are very happy about that. 

Senator Carroui. Yes, | am, too, and commend these gentlemen 
for what they have done, but it is not quite clear to me just where 
these benefits flow from. As I understand, from the last hearing at 
least that I attended, there was difficulty getting contracts to build 
because of the low interest rate. Now, what has been the great change 
that has come about? 

Senator McNamara. Well, as has been pointed out, I guess prior to 
your coming in, Senator, there seems to be some relaxation in the 
supply of money as well and they are now finding people willing to 
take on projects. The Post Office Department has an indication in 
four instances under lease-purchase that they are able to go ahead 
and this has been the change. 

Senator Hruska. There was also the factor of surplus labor making 
its appearance in various areas which was not quite the case in Febru- 
ary, as I understand it, when this order was issued. Would you like 
to elaborate on that, Mr. Floete? 

Mr. Fioere. Well, there are just the two points: The relaxation 
or the leveling off in the cost of construction. Now, there are regular 
indexes published, you see, and those have leveled off in the last 3 
months and there are some indications that they may continue that 
way. 

Secondly, we all know that there are areas where there are con- 
struction labor surpluses. Then, a third point, there are four States 
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which have passed legislation permitting municipalities to finance 
these projects by means of revenue bonds and there are other cases 
where insurance companies have indicated that to assist the particular 
city in question, they will go along and loan the money at not more 
than 4 percent. 

All of those factors have contributed to the decision but primarily, 
the first two. We are certain that these amendments, two of which 
are directed entirely to the financial provisions, will assist us in getting 
money at 4 percent or less because we have discussed them at length 
with financial people, pension trust, banks, and insurance companies. 

Senator Carro.u. Is this long-lease concept, of which you have just 
spoken, would that be more costly to the Government i in any way? 

Mr. Fuoxurs. i think in the long run, it is; yes, sir, because under 
the lease-purchase method, we have acquired title and from then on, 
we have only operating expenses to pay. So, our feeling is that there 
are cases where this can be used to advantage. Generally I feel—I 
am not speaking for the Post Office because their problem is different 
than ours—where we are building large buildings, multiple occupancy, 
I think eventually, the Government ought to own them 

Senator CarroLtu. You mean the Government will not own them? 

Mr. Fiorre. I say they will under the lease-purchase act. Under 
the straight lease, we do not acquire them. 

Senator Carroutu. You would not acquire? 

Mr. Fiorrn. Not under the straight lease. 

Senator Carroll. Now, explain that a little bit more tome. Under 
this 30-year proviso, is that a straight-lease arrangement? 

Mr. Fiorre. I have not seen this bill but I think it is the proposal 
we recommended. ‘This is just a straight lease. 

Mr. Sweengty. That is correct. 

Senator Hruska. As a matter of fact, bill S. 1754 would put GSA 
on the same basis for straight leases that the Post office now enjoys 
in that same field. Is that not about the size of it? 

Mr. Sweeney. Yes. 

Senator Hruska. Under that plan the Government would not 
ultimately own the property? 

Mr. McConine. There are many cases where it would be more 
advantageous for the Government to lease and we only have authority 
to lease for 5 years, and I think I know well that if we had lease 
authority for longer periods, that we could make better leases than 
on a 5-year basis, “and I am quite convinced that the Government will 
never own 100 percent of their space and they should not, but they 
should maintain some flexibility through leased space. I think with 
the authority for a 30-year lease, we will be able to make much better 
deals. 

Senator Carrouu. I merely raise the question, Mr. Chairman. | 
think that it is something that ought to be considered very carefully. 
It is not well known in the construction industry and financial circles 
that they would be very happy to enter into a straight leasing pro- 
gram and eventually, if the Government is not to acquire the ‘build- 
ings, wouldn’t that eventually be very costly to the Government? 

Mr. McContne. If you went entirely on nothing but straight leas- 
ing you are certainly correct, Senator, but I would think you would 
have to have a certain percentage of your space so flexible that it 
would be desirable to lease it. 
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Senator Carrout. I will not press it further, Mr. Chairman. 

Senator McNamara. It appears that the experience of the Post 
Office Department, that the predominance of their buildings are on a 
straight lease plan and that comparatively few have been built under 
lease-purchase which is, of course, new, but now they come in today 
with an encouraging outlook, I would say, that more can be built 
under lease-purchase and they come in with the report on three that 
they definitely indicate they can go ahead with and one more prob- 
ably, so there is an indication that they are trying to go along with 
the Lease-Purchase Act more than was indicated when we had our 
hearings in February. 

Senator Carroutu. Under the Lease-Purchase Act, as I understand, 
the Government would own the buildings. 

Senator McNamara. That is right. 

Senator Carro.u. In the str aight leasing proposition, I think that 
it would be a very salutary investment for those who are constructing 
and very costly to the Government, but I am not sure of my figures, 
and I am going to look into it because I think it would be desirable for 
certain large construction interests who have heavy financial backing 
and the question is how much will it cost the Government in the long 
run and I think it would be worth a little bit of examination. I will 
not pursue it further but I will look into it. 

Senator McNamara. I am sure it would be. 

Senator Hruska. One other comment, the flexibility to which you 
refer is desirable where there may be a shift of volume of mail from one 
city or another or in the event of building small substations, postal 
substations, a shift in the volume of mail from one section of the city 
to another, rendering movement of that postal substation from one 
location to another. In that instance, it would be unhappy for the 
Government to own that property outright because very likely it 
might have to accept a lesser price on sale than it would if it simply 
relinquished a 10-year lease and entered into a new one some place else. 

Is that some of the thinking that enters into this picture? 

Mr. McContue. Yes and I think that would apply to other agencies, 
too. They change their method of operation over a period of years. 
The Veterans’ Administration changes their method of operation. 
They consolidate offices, move smaller offices and that is true of a great 
many of the agencies. 

Senator Hruska. However, in a multiple-purpose Federal building 
and we always expect to have courts in America, for example—I hope 
we do—and marshals’ offices and a lot of other things which are tradi- 
tional historical functions of Government, in that sense, where we build 
forever into the future, it would be more advantageous to own that 
property. 

Mr. McConiue. I would say we have two types of needs definitely 
foreseeable—permanent needs and then we ought to have another tool 
for the flexible needs, the changing needs in the different localities. 

Senator Hruska. Mr. Chairman, I should like to inquire, we have 
not dealt very much on the provisions or the substance of the letter 
from the General Services Administration of March 18 in which certain 
amendments to the present Lease-Purchase Act are proposed. Is it 
the thinking of the chairman or of the committee that in due time, we 
will have hearings on that bill if and when it is introduced or will we 
explore it at this time? 
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Senator McNamara. As far as the chairman is concerned, it is 
entirely up to the committee. You may proceed in any manner you 
see fit. If you want to hold hearings on this particular bill, that is all 
right. I thought that the questions that might arise from the proposed 
amendments were pretty much answered in the record that we have 
made in the previous hearings held in February and the session today, 
but if the committee feels that they need to hold a session or sessions 
on this matter, we will be glad to do whatever you wish. 

Senator Hruska. Personally, I do not feel additional hearings are 
necessary because the ground has been covered and as I understand 
it, this March 18 report and the proposals made were pursuant to the 
things which were developed in that hearing under your chairmanship 
in February. 

Senator McNamara. Therefore, I conclude this would be an 
appropriate time to ask questions if you have them in mind. 

Senator Hruska. I have no further questions. I thought perhaps 
if Mr. Floete had any further observations as to the letter of March 18 
and those proposals which he has since February put into proposed bill 
form, that this would be an opportunity for him to make those observa- 
tions. 

Senator McNamara. I hope he feels free. 

Mr. Fiorre. Well, of course, they are our proposals and we believe 
each one of them is sound and that each will be helpful. The first 
amendment, we have already referred to. The chairman brought 
that up. 

The second one—well, I would rather have our attorney talk on 
these technical things, if you don’t mind. 

Senator McNamara. Whatever you wish. 

Mr. FLorrr. Summarize it quickly, Ed. 

Mr. Sweenry. Mr. Chairman, the second amendment which Mr. 
Floete was just referring to deletes a section of the present act that we 
found is not really applicable to the type of situation that we are con- 
fronted with. That section imposed a limitation on the aggregate 
annual payments to 15 percent of the appraised value. We found 
that we could not administer that with any exactness because it was 
referring to a time in the future, a building to be built. The limitation 
on the amount of the annual payment is already determined by the 
prospectus filed with and approved by the committees which sets 
forth the amount to be paid and the term for payment. We propose 
to delete the provision as inapplicable. 

Subparagraph (c) is the amendment that changes the date and 
extends for time for filing prospectuses to June 30, 1960. 

Senator McNamara. Extends it for 3 years? 

Mr. Sweeney. Yes. 

Next, subparagraph (d), is a financial amendment which is as 

follows: 
Provided, That the maximum cost set forth in any prospectus for any project 
may be exceeded or shall be reduced by an amount equal to the percentage 
increase or decrease, if any, as determined by the Administrator of General 
Services, in construction costs generally dating from the time of transmittal of such 
project to such committees}. 

This takes care of the problem we have been seriously confronted 
with where we get under way with construction a year or more after 
the filing of the prospectuses and the construction costs have increased. 
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Senator Hruska. Let me ask at this point, if this is adopted, it 
would obviate the necessity of your coming back here for specific 
approval on each project? 

Mr. Sweeney. In a great many instances, it will. It will in all 
instances, as I understand, except where the scope of the project is 
to be changed. 

Senator Hruska. That is different. That brings into the picture 
factors which are different than simply an increase in building costs. 

Mr. Sweeney. That is correct. 

Senator Hruska. Or where you add facilities or add additional 
floor space. 

Mr. Sweeney. That is correct. 

Mr. McConrne. I would also like to comment, Mr. Chairman, if I 
may, these contracts are all let on a competitive bid basis so the figures 
in the prospectuses are estimates and not final costs. 

Mr. Sweeney. The next amendment (e) would substitute, for 
the certificates of need by the head of the using agency, a requirement 
for a comprehensive plan for providing space for all Government 
employees in the locality of the proposed project. We feel that will 
give us better flexibility which is desirable. 

The next paragraph (f) relates to renumbering subparagraph (g) 
the one with respect to taxes that you discussed earlier. It would 
permit us to enter into agreements with municipalities and States 
with regard to reducing or making special tax arrangements. 

Mr. Fiortre. Ed, you better explain the elimination in (f). 

Mr. Sweeney. Amendment (f) eliminates the requirement that 
prospectuses include a statement by the Director, Bureau of the 
Budget, of conformity with the policy of the President. It eliminates 
the requirement of going to the Bureau of the Budget for approval of 
the prospectuses. 

Senator McNamara. This last sentence in the proposed section is 
not quite clear. It seems to be designed to further reassure financing 
by authorizing the Administrator to force the contractor to pledge 
his annual payments coming from the Government as security against 
loans which he may have obtained to finance a project. Is that the 
intent? 

Mr. Sweeney. Yes, that is one of the important financial amend- 
ments and is in paragraph (h). 

Senator McNamara. Help in the financing to that degree? 

Mr. Sweeney. To make a clear congressional statement of intent. 

Senator McNamara. That is a proper interpretation. 

Mr. Sweeney. Yes, it is, but the first sentence is the most im- 
portant, from our point of view. This will give a clear congressional 
statement that the faith and credit of the United States is pledged 
for the payment of all annual payments. 

Senator McNamara. You think you can make a good case for that 
change? 

Mr. Sweeney. Yes, sir, we do think we can. It follows the Public 
Housing Act and they have been successful in using this language. 

Senator Hruska. Isn’t it true that is by way of clarification, really, 
and making more certain because it is implied in the act as it now 
stands? When the Government makes a contract, we assume it will 
keep that contract as sacred as a private party is supposed to do it, 
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but doesn’t this spell it out to a point where bonding houses and 
investment bankers will say there is no question about it? 

Mr. Sweeney. That is the express purpose. 

Senator McNamara. You could go to court with a pretty good case 
with this language. 

Section (i) is a technical amendment? 

Mr. Sweeney. This is an important one to clarify the definition 
of the term ‘‘purchase contracts” so they will include all the types of 
contracts that we must enter into as we are now administering the 
act. 

The last of our amendments relates to assignment of claims and 
this is to facilitate the participation of multiple pension funds and 
other funds in projects. It is to meet a technical problem that we 
found that the batikers and their attorneys have raised with us. 

Senator Hruska. Is that in subsection (m)? 

Mr. Sweeney. I am referring to subsection (m). 

Senator Hruska. Is that designation of those various assignees 
sufficiently large to include States or municipalities or other sub- 
divisions? 

Mr. Sweeney. I believe it is; yes, sir. 

Senator Hruska. We would like to know if there is any question 
about it because again, we would not want to get into a stalemate in 
that regard if we are going to resort to political subdivisions, to munici- 
palities, or other authorities to do some of the building here or some 
of the financing. 

Mr. Fioerte. I doubt if it is covered. 

Senator Hruska. If it is not covered, I think we had better add 
some language which will expressly cover it and put it beyond the 
realm of doubt or else understand that there is doubt, one or the 
other. 

Senator McNamara. Shouldn’t this be covered? 

Mr. Sweeney. We do not believe there is any doubt but that is a 
point we wiil be glad to look into again. 

Senator Hruska. Well, you covered that in another situation 
here, in section (c) of section 411 of the Public Act. Have you got it 
before you? “The Administrator is permitted and authorized to 
enter in to include public or private entities” and it is that to which I 
refer. There it is spelled out. However, in subsection (m), it is not 
spelled out. It is on the first page of Public Law 519, subsection (c) 
toward the bottom of the page and third line: 

The Administrator of General Services is authorized to enter into agreements 
with any party, person, copartnership, corporation, or other public or: private 
entity. 

Now, in that section, you will see it is spelled out. In subsection 
(m), it is not. 

Mr. Sweenrty. Mr. Moody, Assistant General Counsel of my 
office, I think, can give you an explanation of that. 

Mr. Moopy. There would certainly be no objection to adding the 
expression but the fact that it was in that clause to which you just 
referred, was one of the reasons we did not put it in here. 

Senator Hruska. I see. 

Mr. Moopy. In the cases we are contracting directly with the city, 
they are covered by that language and in the other cases, it is not the 
city, but the people who bought the bonds who will be the assignees. 
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Senator Hruska. Might not a situation arise where the assignee 
could be a political subdivision? 

Mr. Moopy. Yes. 

Senator Hruska. Looking forward to that extent and the expense 
of the insertion of 2 or 3 words, I think it should go in. 

Mr. Moopy. There would be no objection. 

Mr. Fioere. I think it would be desirable. 

Senator McNamara. We will welcome that clarification. You are 
going to do it and, Senator Hruska, you propose that the attorneys 
draw it up and insert it in the proper place? 

Senator Hruska. I would suggest they draw it up and put it in 
the proper place. 

Senator McNamara. Now this section generally is purely a problem 
of legal interpretation and we are going to have to depend upon 
Government attorneys in this case, too. 

Senator Hruska. I am sure they have a background in problems 
which have arisen in the drawing of contracts heretofore and they 
will solve a lot of headaches, I am sure. 

(The information referred to is as follows:) 

The suggested change will be accomplished by inserting in H. R. 6993 on page 5, 
after the word “organization” ending on line 7, the words “or other public or 
private entity.” 

Senator Hruska. Mr. Chairman, I might say that it is my hope 
that the subcommittee will meet at an early date to consider this in 
executive session. I am prepared to introduce a bill along the lines 
proposed. I would like to defer, however, to anyone else who wants 
to introduce a bill or we can do it jointly, but I do think we ought to 
move ahead if we expect to take advantage of the momentum which 
is now given by the withdrawal of the so-called freeze order. And if 
the amendments proposed in this bill which Mr. McGregor from Ohio 
has introduced on the House side will help do the job, I think we ought 
to do something about it promptly. 

Senator McNamara. Well, the reaction I get from Mr. Floete and 
his people this morning is they are of the opinion it should be done and 
the Chair agrees with you that we should hold an early meeting and 
get it out of the subcommittee and on its way. 

Mr. Fiorre. Fine. 

Senator McNamara. We will take steps. We will ask the staff to 
cooperate in so doing and hope it won’t be necessary to call you gentle- 
men back. We know how busy you are, particularly at this time, so 
if you will send us this change or have your attorneys do it, perhaps 
we will not have to call you. Now, the full committee may have other 
ideas. 64 

Are you satisfied, Senator Carroll? Do you have any further ques- 
tions at this point? w 

Senator Carro.u. Just one question more and then I would'like, 
if I may, to put a few questions to Mr. Kieb. I have something’stir- 
ring in my mind on this straight lease business. Now, under the 
Lease-Purchase Act, the Government as I understand it would—what 
is the normal pay-out period of, say, a courthouse in Denver, for ex- 
ample? It is about an $8 million project? 

Mr. Fioers. Yes. 

Senator Carroty. What would be the normal pay-out period? 
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Mr. Fiorre. Well, the law authorizes us to enter into agreements 
from 10 to 25 years. In the case of Denver, it is 25 years. It is a 
large project so the repayment would be over that period. Some of the 
smaller projects are for 10 years. 

Senator Carrouu. Let’s assume 25 years. On that 25-year payoff 
period, then the property would be owned by the Government? 

Mr. Fioern. Yes, sir. 

Senator Carrot, I am trying to think of this discussion of flexi- 
bility. When the Federal Government owns the property and owns 
the building and the building site, that in itself, assuming normal 
economic expansion, becomes a very valuable asset and should there 
be the desire to exchange the property, for example, the courthouse 
building in Denver today, in downtown Denver, is a very valuable 
piece of property. 

Now, if under the Lease-Purchase Act—I assume you would build 
the courthouse in Denver in the downtown area or wherever you 
built it—well, we know it will be very valuable in 25 years but that 
will belong to the Federal Government. Now, in that interim period, 
if that is based upon a lease, you pay money for that, do you not? 

Mr. Fiogrer. Yes. 

Senator Carrouu, To lease? 

Mr. Fiorrn. It is a contract. 

Senator CARROLL. How would that lease compare to a straight 
lease payment and what is the pay-out period of the straight lease 
payment under general normal conditions, assuming the same type? 

Mr. Fionrs. The straight lease, there is no pay-out. You never 
get the property. You simply pay rent. 

Senator Carkotu, But I am talking about the pay-out period in a 
sense where the investor under the straight lease gets his investment 
back. 

Mr. Fiortr, Oh, well 

Senator CarRoLL. A very important question? He might get it 
back also in a 25-year period. 

Mr. Fuioete. I think Mr. Kieb can answer that question better. 
They have a lot of experience. We haven’t got it, really. 

Senator Carroiu. Not based upon your experience, but your 
knowledge. 

Mr. Fiorte. I know from my own personal knowledge, Senator, 
because I have a couple of buildings that I rent that way, normally 
I try to get my investment in the building back in from 8 to 10 years. 

Senator Carrouu. Thank you, very much. 

Senator McNamara. Thank you very much, gentlemen. 

Mr. Fiorerr. Thank you. 

Senator McNamara. Mr. Kieb, I am happy that you stayed. 

Mr. Kies. I am pleased to have stayed for two reasons. One is 
I would like to be able, if I can, to answer the Senator’s question. 
Second, I indicated to you that the Department had not yet reported 
on H. R. 6993—I believe that is the number—and I think we will 
have an additional item in our report which we will request for the 
Post Office Department in section 2, the same spread and authority 
to accept approved projects within reasonable levels of the approved 
purchase price consideration of changes in construction costs that may 
have occurred. 

Senator McNamara. This is under lease-purchase? 
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Mr. Krer. This is under lease-purchase, Public Law 519. Our 
report to the committee will probably ask for similar provisions in 
the post-office section, too. 

Senator McNamara. It seems very logical. 

Mr. Kies. As amendment (d) provides in section 1. 

Senator McNamara. Well, then, you are going to submit that? 

Mr. Kies. We will submit that in writing. 

Senator McNamara. You won’t need to unless the full committee 
requests it. 

Mr. Kies. We have just been asked for a report from your com- 
mittee, and in our official report, I believe that will be included. 

Senator McNamara. Very good. Now, Senator Carroll? 

Senator Carrot. Mr. Kieb, | didn’t intend to get into straight 
lease business, and I am going to pass that aside for the moment, but 
specifically I want to know, where do we stand on the Denver Post 
Office, so that | can report to my people in Colorado? 

Mr. Kreps. i appreciate your interest, Senator. The post office 
terminal annex project, lease-purchase project, in downtown Denver, 
as you know, is a rather complicated problem. It is located immedi- 
ately adjacent to the railroad station. The land was acquired some 
time ago, it was developed and the buildings that were on it were 
never razed until this point, so we have razing problems, and the site 
itself is not quite large enough to take care of all the things that we 
have to get in. 

We, as you also know, have worked with the community to meet 
their parking ordinances, for one factor. It is a four-story building, 
multistory building, and to get our mechanization fit in the building 
gives us some unusual engineering and architectural problems, so that 
work has not yet been completed. 1 can’t tell you just when it will 
be, but as soon as that work has been completed, so that our post 
office engineers can tell us that we have a building that will work for 
our job, and meet local requirements, we expect to put that out for 
advertising. 

I can’t tell you when, exactly when, that is going to happen. 

Senator Carrouu. Funds are available; architect’s contracts have 
been accepted? 

Mr. Kies. Architect has been employed; his entire fee has been 
obligated, within our budgetary limitation. 

Senator Carron. Project site? 

Mr. Kreps. Project site owned by the Government has been assigned 
to us and is available to us and now just waiting for the completion of 
our development work, partic ularly the engineering work. 

Senator Carrouu. Engineering? 

Mr. Kreps. Before we can proceed to the advertising stage. 

Senator CarRro... I see. 

Mr. Kies. We appreciate as well as you do our great need for it 

Senator Carroutit. We have a desperate need emergency. 

Mr. Kies. Denver is one of the cities in the country where they 
have been sorting mail on the streets. 

Senator Carro.u. It is a very bad situation. Now, what can we 
look to in the reasonable future? I am not trying to pin you down, 
but I think it would be very helpful. They have suffered in this 
situation, as you know, for a long period of time. 
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Mr. Kigs. I would like to be able to tell you something definite, 
Senator, but since I have been in Government | get frustrated every 
time I set a target date. But I can tell you this, and I think we have 
demonstrated to the committee today, that we are using every means 
to move with these projects, and we have gone to a great deal of 
difficulty to clear the way, and | think that Denver is on its way and 
I think the people of Colorado, because this affects more than Denver, 
and affects more than the people of Colorado. 

Senator Carrouu. It affects the West. 

Mr. Kiss. We can look forward to better mail service as a result 
of this building in the not too distant future. 

Senator McNamara. You do indicate that this has high priority? 

Mr. Kigs. Oh, yes, sir. There should be nothing now beyond 
solving our problems of engineering and design to hold it up. 

Senator Carrouu. And this is a lease-purchase? 

Mr. Kies. That is correct, sir. 

Senator Carrouu. Do you have or do you anticipate any problems 
about the awarding of a contract on this situation? 

Mr. Kies. May I go off the record? 

Senator McNamara. Off the record. 

(Discussion off the record.) 

Mr. Kizs. We have been successful recently with lease-purchase. 
We have been encouraging the market and promising that we are 
going to have to help Denver. 

We have been discussing the Denver project with a number of 
construction people, and a number of prospective bidders. We 
believe we are going to be able to attract a substantial number of 
bidders to get competition, and we believe that we are going to be 
successful in getting it within the criteria. 

But one possible difficulty may be—because your area, as you 
know, has a high quotient of construction work going on—construc- 
tion costs may be a little bit higher than we originally anticipated. 

Senator CarRo.u. It is true the construction in the building trades 
out there has been saved only by grace of the Air Academy. And I 
might say to the chairman, there has been an economic decline, with 
painters out of work, and this tight-money policy in housing has 
affected painters and bricklayers and the rest of the building trades. 
It has been offset some by the construction work going on out at the 
Air Academy at Colorado Springs, but there is still a softness in that 
economic market. 

I hope you can move forward. If you can expedite this engineering 
survey you might get into a better or more favorable climate. 

Mr. Kirs. The survey is completed; we are down to working out 
the final plans, the final working drawings. That is the stage we 
are in, 

Senator CarroLu. Make vour target date July 4. 

Mr. Kres. I am encouraged by what you say, Senator, on the 
availability of mechanics and construction people, because that is 
not in line with the information that I have otherwise received, so I 
am going to assume that you know more than other folks. 

Senator Carroiyi. Those construction men are very hungry and I 
think you might be able to get a good bid, and that is my hope, that 
if you can move at this time—we never know how that shifts out 
there—you will do well. But you have said “high priority.” 
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\ Now just one other question, and then, Mr. Chairman, I will desist, 
and I don’t want a long statement on it, just a brief statement. This 
comes to the straight lease. 

For example, I am happy to hear that this is going into the Lease- 
Purchase Act, because, Mr. Chairman, in Denver we have the dis- 
tributing end of the post office in the center of town. We have a 
Federal court; we have the United States district attorney’s office and 
the marshal’s office and at a valuable site, right in the heart of the city. 
But it belongs to the Federal Government. That is my understand- 
ing. And the Lease-Purchase Act, by moving in there, the Federal 
Government will acquire this property. As I understand it, this is a 
25-year program. In 25 years it will be exceptionally valuable, and 
that is why I think we ought to give some thought to this straight 
leasing business because on straight leasing they are fully protected 
in interest, they get adequate compensation, and I think Mr. Floete, 
whether just off the cuff, gave us 8 to 10 years. 

Senator McNamara. That is true. 

Senator Carro.u. It will be more than a wonderful investment; it 
would be a veritable bonanza to them to get a straight leasing on 
some of these buildings, and in 10 years get title to it when the 
Government is paying the lease. 

This is in a sense just a general observation. ‘This is tax amortiza- 
tion writeoff in reverse and very costly to the Government. 

Senator Hruska. Something would depend on the annual payments 
which are made by way of rent. 

Senator Carro.iu. Exactly; that is why I was raising the question 
of how much is paid under the Lease-Purchase Act and how much is 
paid under straight lease, and that is why I had reference to really 
the payout period. 

Senator McNamara. No one has more experience in this field than 
the Post Office Department, and I am sure you will get the right 
people to give you the true picture. 

Senator Carrouu. I am referring to major buildings. 

Mr. Kies. Let me keep it as short as I can. 

Basically the Post Office Department faces three types of real-estate 
problems. The first type involves large buildings of special design 
that have no diversity of use, and are built especially for Government 
work. The Post Office is involved in very few of those, because mostly 
they are combination buildings, such as the General Services Adminis- 
tration building under lease-purchase. They involve courts and 
other permanent Government buildings and we can very advanta- 
geously support Government ownership in that type of building as 

eing economical. 

Then we have a problem for mail-handling buildings which is de- 
pendent upon our routes of transportation in the country. And they 
are substantially good-sized buildings. They are located in gateway 
cities that have to handle, in addition to the local mail volumes, 
incoming and distribution, but also mail in transit being handled. 

Now those buildings are subject to change. They are subject to 
change in the transportation pattern. Possible changes in transporta- 
tion media, possible changes in carriers within a media because the 
railroads are taking off a number of trains, as you know, from time to 
time, and when one railroad can’t give us the service, we may have to 
move to another railroad. 
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Now it is important for those types of buildings to be located right 
at the point of ingress and egress oF the mail to that city and right on 
that transportation line. Therefore the Department needs flexibility, 
and needs to be able to change, and those buildings, although we are 
designing them for diverse uses so we will preserve a possible market 
elsewhere, still have our own equipment in them. 

Now, on those properties, it is desirable and in the best interests of 
government and in our experience and in our opinion to write a fairly 
long-term lease, maybe 20 years, or 30 years, as a basic lease, with a 
series of renewal options running in favor of the Government, giving 
them, putting them in position where they can extend the lease and 
preserve their occupancy, if it is still desirable, or they can get out 
without a huge loss, if that becomes necessary because of these chang- 
ing conditions in mail volume in cities, in transportation routes, and 
things of that sort. 

Now, in order to protect ourselves against some of the things you 
have mentioned, in making those kinds of leases, we require perform- 
ance bonds which means that we pretty much are dealing with respon- 
sible people and we go into a highly competitive bidding procedure 
and we are able to attract a large number of bidders. In some cases 
there are as many as 22 and 25 and they are competing with each 
— for this good Government contract because of the Government’s 
credit. 

The final award is made to that bidder that offers us the lowest 
annual rental according to the terms of the advertisement. That 
has been very satisfactory and it has kept the speculators out. 

Now we go beyond that, we try to avoid land speculation by choos- 
ing our site, picking it out in advance through a market survey type 
of approach, so that we get the right piece of land in the right location 
and the right size we negotiate the purchase of that property prefer- 
ably on an assignable option basis so we know that the land is within 
the market and is properly priced and eliminates speculative pricing 
and costing. 

We build a bidders package on that particular piece of land with a 
building that is designed specifically for our use but for diverse use or 
utility for other purposes and, under the circumstances we are able to 
attract a wide market and a highly competitive market because we 
know we have been making transactions below and rentals below what 
similar private organizations have been able to make. 

Then there is a third kind of property. 

Senator McNamara. Before you leave that, in your experience 
now, you do not find that these jobs that you let are paid off in 8 or 
10 years, [ am sure. 

Mr. Kies. No; as a matter of fact, the longer the period of the 
basic lease which we-can prudently apply to the property from the 
standpoint of our stability in that location in that building, the lower 
our rent is, of course, and although it is the more opportunity to pay 
out we find from our actual experience that in most cases to use a term 
that is familiar in the mortgage market there is balance-loan financing, 
that they finance out anywhere from 60 to probably 80 percent of the 
cost of the building. 

Senator McNamara. Over the period of years? 
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Mr. Kreps. Over the period and that there is a remaining balance 
that is not paid out of the mortgage and as you men know the large 
mortgage institutions which are the only ones that can handle this 
kind of project are limited by law to a 66%- -percent mortgage so that 
the investor must have a substantial equity in this business. So, 
there is not a question of them coming in with no money and ending 
up with a highly desirable lucrative contract. 

Now, if these were let without competition—— 

Senator McNamara (interposing). That there could be. 

Mr. Kies. There could be an opportunity for higher prices, but 
although we have the authority to negotiate, and under certain cir- 
cumstances items impossible to develop a competitive position, but 
99 percent of the cases are open competition and it is keen competi- 
tion, and we develop it. 

If we do not get competitive bids we put it back to bid. 

Now in the cases where we have been forced to negotiate we have 
insisted upon the negotiation price being in line with our national 
averages and I am pleased to tell you that since I have been there 
our national average of rental per square foot, for all the space that 
we lease and rent, has been reduced from 97.9 cents per square foot 
to 93 cents per square foot and that was done in a rising construction- 
cost market so that we have been applying every prudent means to 
be certain that these things are advantageous to the Government. 

Further than that we have made several studies, and listing the 
cost to the taxpayers of a lease project designed for its use, as against 
the space which we occupy in a Federal building. Now most of the 
Federal buildings, as vou men are aware of, are ‘built of monumental 
type construction, traditional, they represent to the people of the 
country the United States Government. And I think there is prob- 
ably some reasonable necessity for this extra cost that goes in. Those 
buildings run in high unit square foot costs. The space utilization is 
extremely low. 

We have found that in the space which we occupy in these big 
monumental federally owned buildings our space utilization factor is 
around 50 to 60 percent. Though local taxes are paid there is no 
insurance paid, but the costs of maintenance are there, and the cost 
of administrative overhead are there. We have calculated these to 
an average and the ones we have studied, about $1.60 per square foot 
per year every year of ownership. 

Senator McNamara. What 90—— 

Mr. Kies. No, we have taken those same kinds of operations that 
we have put in to leased buildings. Now these buildings are designed 
with modern space utilization. We get 80 to 90 percent space utiliza- 
tion. They pay local taxes. They are private enterprise. Our 
average in those cases, over a similar period of time, now, 50-year 
depreciated life, breaks down to around 80 to 85 cents per square foot 
so that the leasing procedures, if properly and prudently used, can 
actually reduce the cost to the taxpayers because of a difference in 
type of construction among other things. But, I will say this, the 4 
increase the cost to the Post Office budget because we have to pay 
the rent in one case and we occupy the space at no charge to our 
budget in the other. 
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Our third real-estate problem is in the smaller buildings. There 
where we are building a post office in a smaller town or community 
or a branch post office or a station in a larger city, or for a motor- 
vehicle facility or things of that sort, now there we do not seek to 
make such long leases. We want to make shorter leases with renewal 
options to give us flexibility because we are affected by more factors 
of change. 

We have changes in mail volume, changes in distribution patterns, 
changes in population, changes in economic growth, and large mailers 
come in and out of an area and we have a great many more factors 
of change. 

1t would just be suicide for the Government to attempt to build its 
buildings and own them. It would be prohibitive because we have a 
lot of that kind of property on our hands as we have had to make 
these changes, but our overall average of rent has proved to be very 
economical and has proved, as cautious businessmen applying our- 
selves to these problems, we recommend that General Services be 
able to use these same tools as they apply their efforts to the real- 
estate problems of other agencies. 

Senator Carro.u. I think they do in some instances, Mr. Chair- 
man; at least they did during the war. But what I had reference to, 
and of course, | am very appreciative of your explanation, obviously 
you have to have flexibility. 

Mr. Kres. That is correct, si 

Senator Carrouu. In these second and third categories. But I 
was thinking really in construction of new buildings. I know there 
would *be money available for construction of new buildings if they 
could get a long-term straight lease. At least that is what I had in 
mind, not the competition, desirable competition, that the Post 
Office Department uses, but if they get the new, main, large buildings 
where they invest several millions of dollars, why, that is ‘what I say, 
that would be a financial bonanza. 

We know during the war, for example, when it was required in war- 
time, in defense of the Nation, we called in a major giant corporation 
and said we want a plant. Well, that is reasonable on their part to 
say that that plant, after wartime, would be a white elephant on their 
hands. We give them a fast tax writeoff, we give them a major 
Government contract, and after the war was ended the Government 
gave the contract, of course they used their technical know-how and 
ended up with a wonderful plant and that has happened in steel, 
aluminum, and many of the basic industries, and this is one of the 
reasons why Secretary Humphreys, and I commend him for it, and 
other men are now pointing out that we have reached the end of our 
rope on this fast-tax-writeoff program. 

I think it has cost us somewhere, I think 33 to 45 billions of dollars 
since the beginning of World War I, and I think $7 billion in fast tax 
writeoff since, partly—I am not blaming Republicans because it 
started under Democratic administration, it was renewed under the 
Korean war, and I just point out that in the construction of new 
buildings. I would not want to see the General Services Administra- 
tion nor would I want to see the Post Office Department—you have 
much wider experience than I have—set up new buildings on a straight- 
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leasing program on a long-lease arrangement unless it comes within 
these categories of flexibility which you spoke of. 
Senator Hruska. And have competitive procedure to which refer- 
ence has been made. 
Senator Carro.Lu. That is right. 
Mr. Kreps. Of course, Senator, in wartime, there may be ample 
justification for the other approach. 
Senator Carrouu. That is right. 
Mr. Kies. But the Post Office Department is probably the Govern- 
. ment’s most intimate contact with the people of the Nation. We 
contact almost every person every day and our problem and our need 
for money is serious because many of our buildings around the country, 
particularly the Federal buildings, are just obsolete and the conditions, 
the working conditions are disgraceful. 

Senator McNamara. You gave us your cost factor on No. 1 and 2. 

Mr. Kies. I hope you gentlemen will support our budget problem. 

Senator McNamara. What about No. 3? 

Mr. Kies. I gave you the national average that reaches across all 
; of our leasing. We have about 15,000 buildings in which we make 
} only month-to-month rentals because of the necessity for flexibility. 
So, what we try to do is use the right real-estate method to apply to 
the particular problem. 

Senator McNamara. The No. 1 category you indicated was about 
$1.60; No. 2 category you indicated a cost of between 80 and 90 cents. 

Mr. Kies. That is 80 to 90 cents without air conditioning. If you 
put in air conditioning, it runs somewhere from 12 to 16 cents more. 

Senator McNamara. Generally, you do not air-condition? 

Mr. Kiss. In certain zones, certain areas of the country, we find 
air conditioning is extremely important because you see the country 
grows and it is just as important today to air-condition a workroom 
as it was to have central heating at the turn of the century. 

Senator McNamara. Getting back to the cost factor, is it fair to 
assume that this number three category, a substation or building in a 
small town would be somewhere between the 85 cent and $1.60 ficure? 

Mr. Kies. They vary broadly, sir. They vary by virtue of condi- 
tions in these communities. 

Senator McNamara. Types of building, can be functional in one 
place and not be functional in another? 

Mr. Kies. For instance, New York City, we had to put a station 
there. We put one, incidentally, known as Ansonia Station on 
Broadway and we had to pay more there. 

Senator McNamara. You do have the average costs there? 

Mr. Kies. It all fits into a general picture. 

Senator McNamara. Thank you very much. Are you satisfied? 

Senator Carrouti. Thank you very much. 

Senator McNamara. Shall we wait for the printing of this record 
before we call the subcommittee hearing? 

(Discussion off the record.) 

Senator McNamara. Thank you very much, gentlemen. 

The hearing is adjourned. 

(Whereupon, at 12 o’clock noon, the hearing was adjourned.) 
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